CA pril 1931 


Helping the Trust Department 
THEODORE TEFFT WELDON 


Why We Give Investment Advice 


DONALD B. SMITH 


Keeping Up with Counterfeiters 


JULIAN T. BABER 


Meeting a Run on a Sound Bank 
LUCIUS H. HOLT 


The Funded Insurance Trust 
L. A. TIMMERMAN 


FOR TABLE OF CONTENTS SEE PAGE 10 


Published by 


THE BANKERS PUBLISHING COMPANY 
PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS. 
EXECUTIVE OFFICE: 71 MURRAY ST., NEW YORK, U.S.A. 

London: Effingham Wilson, 16 Copthall Ave., E. C. 2 
50 Cents a Copy 





J. P. MORGAN & CO. 


Wall Street, Corner of Broad 
NEW YORK 


DREXEL & CO., PHILADELPHIA 


Fifteenth and Walnut Streets 


MORGAN GRENFELL & CO., LONDON 


23 Great Winchester Street 


MORGAN & CE, PARIS 


14 Place Vendome 


Securities bought and sold on commission 
Foreign Exchange, Commercial Credits 
Cable Transfers 
Circular Letters for Travelers, available in all parts of the world 








The New York Trust Company 


Capital, Surplus and Undivided 
Profits . . .~ $48,000,000 


Domestic and Foreign Banking Facilities 


Corporate and Personal Trusts 


100 Broadway 
57th Street and Fifth Avenue 40th Street and Madison Avenue 








ESTABLISHED 1846 


THE BANKERS MAGAZINE 


Published Monthly by 
THE BANKERS PUBLISHING COMPANY 
PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS. 
EXECUTIVE OFFICE: 71-73 MURRAY ST., NEW YORK, N. Y. 
Cable Address : ‘‘ Bankmag,’’ New York 
ELMER H. YOUNGMAN KEITH F. WARREN RICHARD F. DURHAM 
Editor Publisher Managing Editor 
Subscription price $5.00 a year; 50c. per copy. Foreign Postage, $1.10 per year. Canadian Postage, soc. per year. 


Entered as second-class matter at the post office at Boston, Mass., under the Act of March 3, 1879. 
Copyright 1931 by The Bankers Publishing Company. 


VOLUME CXXII APRIL, 1931 


Contents 


A BRIGHTENING OUTLOOK 

CONGRESS AND THE PEOPLE 

THE RESPONSIBILITY OF A BANK DIRECTOR 
PROTECTING BANK DEPOSITORS 

ProposED STATE RESERVE BANK 

THE GOVERNMENT AND FoREIGN LOANS 
THE SAFEGUARDING OF OurR BANKING SYSTEMS 


HELPING THE TRUST DEPARTMENT 
By Theodore Tefft Weldon 


Wuy WE Give INVESTMENT ADVICE 
By Donald B. Smith 


A SuccEssFUL BANKER 
By W. Maurice Earle 


MEETING A RUN ON A SOUND BANK 
By Lucius H. Holt 


Is aN Easy Crepir Poticy WIsE? 
By J. Harvie Wilkinson, Jr. 


THE FUNDED INSURANCE TRUST 
By L. A. Timmerman 


Banks AND INVESTMENT Houses 
By Allan M. Pope 


(Contents continued on page vil) 





THE BANKERS MAGAZINE 


If You Need Specialized 
Fiduciary Experience 
In Massachusetts 


Incorporated 1874 


Settling Estates and managing property in Trust, 
either real or personal, has been our principal 
and specialized business for many years. We 
have settled hundreds of Estates, many of them 
large and complicated, and are now managing 
more than $200,000,000 in Trust funds. 


Practically every type of Estate and Trust prob- 
lem that may arise has been met and solved by 
this company in the many years of its experience. 


Individuals and corporations who require the 
services of an institution of this kind are cor- 
dially invited to correspond with the President 
or other officers of this Company. 


Charles E. Rogerson, President 


We a.so act as Corporate Trus- 


B O STON S AF E D E PO S IT tee, Transfer Agent, Registrar 


and as Agent in the disburse- 


AND TRUST COMPANY | Sineteanictss 


100 FRANKLIN STREET complete. 


C4 Arcn and Devonsuire Streets 


LIMITED. 
ONE HUNDRED YEARS 


London Office: y Manchester 


68, LOMBARD ST., Sy District Office: 
LONDON, E.C.3. Ne 43, SPRING GARDENS, 


Head Office: 7, WATER STREET, LIVERPOOL. 


Capital Paid Up and Reserves... $38,889,950 
Deposits, etc., at 31st Dec., 1930 ... $392,813,015 


The Bank has over 570 offices, and Agents in 
all the principal towns at home and abroad. 


All descriptions of Banking, Trustee and Foreign Exchange 
Business transacted. The Bank is prepared to act as 
Registrar for Public and Corporate Bodies. 





THE BANKERS MAGAZINE 
[Continued from page m1] 


WEALTH Is FOR THE LIVING—NOT THE DEAD 
By Leyton E. Carter 


KEEPING UP wiTH COUNTERFEITERS 
By Julian T. Baber 


Bonps: RAIL vs. UTILITIES 
By Paul Willard Garrett 


STATEMENTS TO STOCKHOLDERS ANALYZED IN SURVEY 


VIGILANCE 
By Charles D. Behrens 


THE BANK EDUCATIONAL DEPARTMENT 
By W. R. Williams 


PROBLEMS IN BANK CREDIT 
By M. E. Robertson 


BANKING AND COMMERCIAL LAW 
By John Edson Brady 


EuROPE’s TARIFF PROBLEMS 
By H. Colijn 


THE FINANCIAL SITUATION ABROAD 
CuRRENT CONDITIONS IN CANADA 
INTERNATIONAL BANKING NOTES 
CHase Leaps List oF LARGEST BANKS 


ADVERTISING THE SMALL BANK 
By Alfred C. Greene 


How Banks ARE ADVERTISING 
WHat THEY Say 
Cominc BANKERS’ CONVENTIONS .. .. .. .. ce ce ce ee ee) 551 


CLEVELAND Trust PuBLISHES BOOKLET FOR EMPLOYES .. .. .. .. 553 


ones wee Dea jk kK wk dw a es nk ee ES Oe 


The Bunkers Magazine is on file in banking, reference and public libraries and is indexed every month in the Industrial Arts 
Index and the International Index to Periodicals. For furiher references on the above subjects consult 
The Bankers Magazine semi-annual index and the Industrial Arts Index. 


SEE THE PUBLISHER’S PAGE ON PAGE XI 





THE BANKERS MAGAZINE 


MIDLAND BANK 


LIMITED 
= 


A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
* Aguitania” “ Berengaria” “ Mauretania” 
and with affiliated banks operates over 2550 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use of American visitors. 


Head Office: POULTRY, LONDON, E.C.2 
Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C.2 


TOTAL RESOURCES EXCEED $2,000,000,000 


SININNNMANN 


Glyn, Mills & Co. 


(Established 1753) : 
Registered with unlimited liability, 1885 


incorporating 


CHILD & CO. and HOLT & CO. 


(Established before 1600) (Established 1809) 


BANKERS 
Army and Air Force Agents, Navy and Prize Agents 


Plead Orfice - 67, Leaded St., | ren E.C.3 


Childs Branch - - 1, FLEET STREET, LONDON, E. C. 4 
Holts Branch - 3&4, WHITEHALL PLACE, LONDON, S. W. 1 


Current and Deposit Accounts opened on the usual terms. 

The Bank has Agents or Correspondents in all the principal cities or towns throughout 
the World, and can provide Banking facilities for its customers wherever desired. 
Letters of Credit and Circular Notes issued on our Foreign Correspondents and Agents 
throughout the World. 

Currency Drafts obtained; Remittances mailed and Telegraphic Transfers made to all 
parts of the World. 

Foreign Currency Accounts opened. 

Purchase and Sale of Stocks, Bonds and Shares effected and custody of securities 
undertaken. 

Dividends, Annuities, etc., received; forms authorizing their receipt supplied, and 
coupons collected for customers. 

Recovery of Income Tax and Preparation of Income and Super-tax Statements under- 
taken. The Bank has a special department to advise and assist customers on questions 
relating to Income and Super-tax. 

The duties of Executors and Trustees undertaken, 

Navy and Prize Agents. Salvage claims preferred. 


NULLA 


ULANAOUYOOUAOOUUNOUUONUANOUULOOULOOUGOOUAEUANULAUU LAOH 


E UMN 





The Publisher’s Page 


ITH THIS ISSUE there appears the first of a 

series of articles by THroporrE TEFFrT WELDON on 

various phases of trust development which should 

be of interest to all bank executives who are con- 
cerned with the profitable operation of a trust department. Mr. 
Weldon is second vice-president of the Foreman-State Trust And 
Savings Bank, Chicago, and has devoted a number of years to a 
study of the technique of new business for the trust department. 
The source of new trust business, Mr. Weldon believes, is almost 
invariably through some of the other departments of the bank. 
It results from contacts made with customers by officers of other 
departments, especially loaning officers. The problem is to ‘get 
the co-operation of these various officers in bringing in business 
to the trust department without its ‘encroaching too much on their 
time or demanding of them a more technical knowledge of trust 
problems than they may be normally expected to have. In this first 


article, “Helping the Trust Department,” which begins on page 
439, Mr. Weldon shows a plan which is bound to succeed if properly 
carried out. 


READERS OF THE BANKERS MAGAZINE will recall the article entitled 
“Investment Advice and the Grief it Brings” which appeared in 
the February number from the pen of one of our most lucid con- 
tributors, J. H. Smwpson. Mr. Simpson expressed himself as being 
very strongly opposed to commercial banks having anything to do 
with “investments.” He felt that to give investment advice was to 
court the ingratitude of depositors, who were bound to blame the 
banks if their investment turned out unfavorably and to give them- 
selves all of the credit if the outcome of their investment was favor- 
able. In either event the bank lost a portion of its deposits and 
ran the risk of losing a friend. It was to be expected that Mr. 
Simpson’s contentions would not go unchallenged. In this issue 
Donatp B. Smiru, assistant cashier, First National Bank, Mish- 
awaka, Ind., takes up the cudgels for the “advisers” and on page 
443 tells “Why We Give Investment Advice.” Mr. Smith believes 
that « depositor has a right to expect from his banker guidance in 
all financial problems, which include investments. He believes that 


{Continued on page xIv] 
xI 
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During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem —a book 
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The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
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diff bank f wh “and. 

ilterent bankers, many of whom con- on Composition of a Primary 


. . : escrve 
tributed data based on their own ex- ~ of a Second- 


perience. The Investment Account of a Bank 
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Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2.50 within five days or return the book. 
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bond departments are necessary and if properly administered can 
be made a source of profit and good will. 


ANY BANK, no matter how sound or how well managed, may some 
day find itself faced with that most dreaded of all banking phe- 
nomena known as a “run.” Runs are not always based on reason or 
logic but may result from the most unfounded and unexpected 
rumors. Until these rumors are found groundless the bank may 
be made to undergo a serious drain of its resources which will put 
to the test the quality and courage of its management. On page 
447 Lucius H. Hout, vice-chairman of the City Bank and Trust 
Company, Hartford, Conn., gives a very vivid and interesting 
account of how his institution met the crisis of a “run.” From the 
experiences of his bank he makes some valuable suggestions for 
the guidance of other banks that may find themselves faced with a 
similar situation. 


WHIE HE DOoEs not believe that an abundance of credit will in 
itself create a business revival, J. HARvVIE WILKINSON, JR., believes 


that the present easy credit policy of the Federal Reserve System 
and the central banks of European countries is justified and is 
paving the way for better times. Mr. Wilkinson is connected with 
the investment department of the State-Planters Bank and Trust 
Company of Richmond, Va. His article, “Is an Easy Credit 
Policy Wise?” begins on page 453. 


How CAN A YOUNG business man with total investments amounting 
to $20,000 and the ability to save $70 a month create an immediate 
estate valued at $85,000? L. A. TimmerMAN tells on page 465 
how a funded insurance trust can accomplish just this, creating 
business for the trust department and peace of mind for the bank’s 
customer. ‘This is the second of a series of articles on insurance 
trusts by L. A. TrmMERMAN. 


BANK INVESTMENT AFFILIATES should be examined to the same 
extent that examinations are required of parent institutions in the 
opinion of ALLAN M. Pope, executive vice-president of First Na- 
tional Old Colony Corporation, Boston. A statement on this 


subject submitted by Mr. Pope to a committee of the United States 


Senate. appears on page 459. 
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Editorial Comment 
A BRIGHTENING OUTLOOK 


MID the gloom of late encircling 
A world a faint ray of light is 
at last discernible. It comes to 
us from across the Atlantic. Reference 
is made to the naval accord recently an- 
nounced between France and Italy. The 
lack of agreement between these two 
countries has long been a disturbing 
factor in the economic relations of the 
world. For there have been times when 
the controversy threatened to break out 
into open hostility, with widespread 
consequences of the most serious nature. 
Happily, this dire threat is now re- 
moved. 


One great hindrance to the resump- 
tion of more normal trade conditions 
has been the political uncertainty exist- 


ing in Europe. It cannot yet be said 
that all this uncertainty has been re- 
moved, for the position in Russia and 
the possibility of a further reopening 
of the reparations question remain as 
potential disturbing factors. But the 
accommodation of their interests ar- 
ranged between France and Italy must 
be accepted as an evidence of the readi- 
ness of the statesmen of these two 
countries to work in the direction of 
peace. For this fortunate adjustment 
the good offices effectually tendered by 
England must not be overlooked. 

The resumption of international lend- 
ing on a large scale undoubtedly con- 
stitutes one of the essentials to the re- 
turn of more prosperous conditions. 
Such lending has greatly declined, not 
because of lack of funds available for 
safe and profitable employment, but be- 
cause—as pointed out by a leading 
London economist—of the non-existence 
of worthy borrowers. Confidence in 
European loans could hardly be ex- 


pected while relations between France 
and Italy were in a constant state of 
tension. The disappearance of this 
threatening element in the situation will 
be of great advantage not to Italy 
alone, but to other countries that might 
have been drawn into a conflict between 
the two nations. Such of these coun- 
tries as may desire to borrow may now 
approach the international money mar- 
kets with greater confidence of having 
their requirements met. France, with 
an enormous gold reserve, is in an es- 
pecially favorable position to make for- 
eign loans. So is this country, provided 
we do not permit returning prosperity 
to cause speculation to absorb our 
funds, as happened only a short time 
since. 

Another favorable factor of great 
significance is the reconcilement of dif- 
ferences between India and Great 
Britain. Their differences have taken 
a serious turn in recent months, and 
hopes of their adjustment had almost 
disappeared. Statesmen of both coun- 
tries are to be congratulated on the 
patience and wisdom they have dis- 
played and which have now borne fruit. 

In this country, also, the outlook 
grows better. Some major lines of 
business are showing unmistakable signs 
of. recovery. The fall in wholesale 
prices seems to have been arrested. Bank 
and commercial failures are declining. 
It is true that the Treasury situation, 
owing to a huge increase in expenditure 
and diminished revenues, is not favor- 
able; but, with a revival in business, 
this difficulty will be less formidable 
than it now appears. 

Without indulging in undue opti- 
mism, it may be said that conditions in 
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the United States and elsewhere war- 
rant a more encouraging outlook. 


CONGRESS AND THE PEOPLE 


RUMBLING at the real or fan- 
(GG cied shortcomings of Congress 

have now given way to other 
forms of lamentation, the national legis- 
lative body being automatically ad- 
journed on March 4. 

There were two acts of the last ses- 
sion of the recent Congress which 
aroused considerable opposition. These 
were the appropriation for the relief of 
the drought-stricken regions and the 
measure for granting additional loans 
to soldiers who hold adjusted compensa- 
tion certificates. Both these measures 
were vetoed by President Hoover, and 
on grounds which by many were con- 
sidered quite sound. As to the first of 
these relief bills, Congress evidently 
thought that the sums being raised by 
the Red Cross were inadequate. The 
President thought differently, and he 
was further of the opinion that by ap- 
propriating further large sums out of 
the Treasury, for the purpose indicated, 
local efforts to relieve the distress would 
be weakened. As to the “bonus” bill, 
as it was commonly called, Congress 
was evidently of the opinion that those 
who had been in their country’s mili- 
tary or naval service should not be al- 
lowed to suffer. The President did not 
see the present necessity of further 
legislative relief for the ex-soldiers, and 
was specially insistent that any relief 
that might be extended should be con- 
fined to those in need. President 
Hoover vetoed both the measures re- 
ferred to, but his objections were over- 
ruled by the Congress. 

Undoubtedly, the action of Congress 
in these two instances will increase the 
difficulties of the Treasury, already 
faced with a deficit and the prospect of 
greatly diminished returns from exist- 
ing taxes. 

There has been violent and almost 
hysterical criticism of Congress for its 
failure to sustain the veto of the 
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“bonus” bill. But Congress, in this 
matter, merely gave interpretation to 
the widespread sympathy which exists 
among the people for those who have 
been engaged in the country’s defense. 
Furthermore, this instance further illus 
trates the political power of large or- 
ganized groups to draw dollars from the 
Treasury. Manufacturers benefit from 
high tariff duties; the farmers get the 
use of hundreds of millions of public 
funds to bolster up the price of wheat 
and cotton; operators of unprofitable 
steamship lines dip into the Treasury. 
And so it goes. The average citizen— 
if there is any such person—pays taxes 
and gets along as best he may without 
any of these special favors. 

Congress undoubtedly shows a ten- 
dency to have less and less regard for 
the somewhat hazy “general well-being 
of the country” and more and more 
concern for groups representing a large 
organized vote. This tendency may be 
deplored and “viewed with alarm,” but 
it will persist nevertheless so long as 
human nature and our political condi- 
tions remain as they are. 

It remains to be seen how industry 
and trade will bear up under the in- 
creasing burden of taxation called for 
by the already huge and ever-growing 
outlays for “social services” and sub 
sidies to weak and unprofitable produc’ 
tion and enterprise. 


THE RESPONSIBILITY OF A 
BANK DIRECTOR 


UCH criticism against negligent 
M bank directors is being heard 

these days. This criticism rests 
upon the theory that it is the business 
of a bank director to know what his 
bank is doing, and if he fails in this 
duty, he must be prepared to accept the 
consequences, which may either be crim- 
inal prosecution or liability for money 
damages. To correct the negligence of 
directors more drastic laws are being 
proposed. It is doubtful if this remedy 
would result in securing more efficient 
bank directors. The greater are the re- 
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sponsibilities placed on the shoulders of 
directors, the less disposition will be 
shown by men who appraise these re- 
sponsibilities properly to be ‘encumbered 
with them. They will consider that the 
game is not worth the candle. As the 
monetary rewards of the average bank 
director are rather slim, he may be ex- 
cused for an unwillingness to assume 
the responsibilities which the job carries 
with it. Of course, where the director 
is a large stockholder in the bank, he 
has a strong incentive to serve as a di- 
rector, the incentive consisting in a de- 
sire to protect his own property. 
Without in the least taking an apolo- 
getic attitude toward any bank director 
who has been negligent of his duties, it 
may be said that the difficulties of at- 
taining an ideal relation of directors to- 
ward their bank is worth considering. 
Such relation, in the first place, calls 
for qualifications which the ordinary 
bank director can hardly be expected to 
have. He may be a conscientious and 
successful business man, and yet lack- 
ing in the special qualifications required 
for an efficient bank director. This is 
especially true in these days when bank- 
ing transactions are large and compli- 
cated, and where at least some of them 
are novel in character while at the same 
time being entirely legitimate. With a 
large directorate it is almost bound to 
be the case that many of the members 
of the board will lack proper qualifica- 
tions for their job. Doubtless, most di- 
rectors feel that when they have used 
their best judgment in selecting faithful 
and competent officers, they have done 
their duty toward the bank, and that 
they should not be called on to exercise 
a constant vigilance over the actions of 
the officers they have chosen to manage 
the bank’s affairs. Such a lenient view 
of the directors’ responsibilities is not 
taken by the law nor by public opinion. 
Perhaps an approach toward the so- 
lution of this problem might be made 
by dividing boards of directors into two 
parts, one executive and the other ad- 
visory, present legal responsibilities at- 
taching to the former only. The execu- 
tive portion of the directorate could be 
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composed of only a small number of the 
board, chosen for their special qualifica- 
tions, and who should receive compensa- 
tion commensurate with the value of 
their services. 

It is highly desirable that directors of 
banks should exercise greater scrutiny 
over the affairs of their institutions. 
Whether this can be secured by more 
drastic laws is less certain. 


PROTECTING BANK DEPOSITORS 


ITH the increase of bank fail- 
\ x / ures, due chiefly to the general 
business depression, it is quite 
natural that there should arise a strong 
demand for additional safeguards to 
bank depositors. This demand is en- 
tirely reasonable, and it is to be hoped 
that it may result in some practicable 
steps being taken to help toward the 
realization of this end. That most bank 
failures result in great hardship to the 
individual, and occasion widespread in- 
jury to business in general, cannot be 
questioned. How to avoid these de- 
plorable results of bank failures is less 
clear. It may be found both interest- 
ing and helpful, in this connection, to 
quote from some of the recommenda- 
tions of the state executives, as pub- 
lished in the United States Daily. 
Governor W. P. Hunt, the new Gov- 
ernor of Arizona, in his annual message, 
said: 


“The recent financial depression, with 
consequent bank failures involving seri- 
ous losses to depositors, has demon- 
strated the necessity for some sort of 
protection to the public in addition to 
that already provided by law. 

“I recommend for the serious con- 
sideration of this State Legislature the 
enactment of a law which will provide 
greater protection to depositors. 

“The experience of the last few years 
with bank failures in Arizona has been 
so disastrous that I feel that the time 
has come when depositors who place 
their money in banks should have some 
kind of a guaranty, the same as city, 
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county, or state deposits are protected. 
I suggest that when a bank has deposits 
of a hundred thousand dollars they 
should secure deposits by a bond of half 
that amount. In that way only can 
people be guaranteed the safety of their 
deposits. I trust that you will take 
action on this matter in such a manner 
that the man who puts his money in a 
bank for safekeeping shall be assured 
that when the time comes to withdraw 
it he can do so. 

“IT hope a plan for the safeguarding 
of deposits can be worked out along 
new lines that will avoid the fallacies 
demonstrated by the operations of de- 
positors’ guarantee laws enacted in other 
states.” 


If “the man who puts his money in 
a bank for safekeeping shall be assured 
that when the time comes to withdraw 
it he can do so,” it will probably be 
necessary, at the same time, to find 
some means of assuring the banks that 
when they grant loans, and call for 
their payment, the loans will be paid 
as required. Could this assurance be 
given, the depositor would experience 
no difficulty in getting his money, ex- 
cept in the rare instance where there 
was gross mismanagement or fraud on 
the part of the bank’s officials. 

To the suggestions made above for 
improving the banking laws of Arizona 
Governor Hunt adds: 


“The following additional recom- 
mendations of changes and additions 
with respect to our present banking 
code are made with the sole idea in 
mind of giving added protection to the 
depositing public. 

“In liquidation of banks it is found 
one of the most difficult items to collect 
is double liability due from stockholders. 
To offset this it is suggested that the 
minimum capitalization of banks be 
raised from $25,000 to $100,000. Any 
community needing banking facilities 
that cannot raise $100,000 of capital 
stock could avail itself of opportunities 
of branch banking under our present 
statutes. 
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“To guarantee the collection of the 
double liability of stockholders, it jis 
recommended that 200 per cent. should 
be paid in on capital stock at the time 
of organization, one-half of which 
should be invested in Government or 
municipal bonds, which bonds should 
be deposited with the State Banking De- 
partment or State Treasurer; with the 
provision that these bonds should never 
be sold or hypothecated except on ap- 
proval of the Superintendent of Banks, 
and then only for replacement purposes 
in case of maturity of some issue. 

“A further provision should be made 
that these securities are specifically de- 
posited for the purpose of paying the 
double liability of stockholders in case 
of liquidation of the bank. The in- 


come of bonds or securities would be 
the property of a bank as long as it is 
operating as such.” | 


If the shareholders of banks were re- 
quired to pay in an additional amount, 
equal to the par value of their shares, 
the extra sum to be invested as above 
stated, it would protect the shareholder 
from the double liability assessment, or, 
in effect, he would provide for this lia- 
bility in advance. From a_ practical 
standpoint it would mean that the 
shareholder, besides his par investment 
to be used in ordinary banking transac: 
tions, would have invested a like sum 
to be set aside in high-grade investment 
securities on which the shareholder 
would get whatever rate of interest they 
might return. As usually banks do not 
fail, the result would be, in the ma- 
jority of cases, a reduction of the cus 
tomary profit on bank shares. Whether, 
under such a system, these shares would 
be as attractive as they are at present, 
is an open question. Possibly, the 
shareholder might be willing to sur: 
render the extra profit for the greater 
peace of mind he would have under 
Governor Hunt’s plan. 

In recommending that the minimum 
capital of a bank should be raised to 
$100,000, Governor Hunt has adopted 
an idea long held by competent bank- 
ing authorities. This recommendation 
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for increased capitalization might well 
be supplemented by another requiring 
that the capital of a bank should al- 
ways be kept in a safe proportion to 
the deposit liabilities. 

Governor Hunt expresses the hope 
that ‘a plan for the safeguarding of de- 
posits can be worked out along new 
lines that will avoid the fallacies dem- 
onstrated by the operations of depositors’ 
guarantee laws enacted in other states.” 
The experience with such laws would 
seem to establish the fact that any plan 
for compulsory state guaranty of de- 
posits is destined to fail. Presumably, 
an insurance company could be formed 
for this purpose, which by carefully 
selecting its risks, might operate suc: 
cessfully. This would differ from com- 


pulsory insurance, and would leave the 
banks free to avail themselves of this 
protection or not, as they might see fit. 
Obviously, the stronger banks would 
not be disposed to enter into the scheme, 
considering it a form of protection they 


did not need. This would limit the 
field of operations to the weaker type 
of banks. 

Governor Harvey Parnell, of Arkan- 
sas, in his message to the Legislature of 
that state, takes a conservative attitude, 
and is not disposed to blame the bank- 
ers unduly for the unusual rate of bank 
failures. He says: 


“I would not have you believe that 
all the bank failures have been due to 
widespread maladministration of the 
law or illegal acts on the part of 
bankers. That is by no means the 
World-wide economic conditions, 
coupled with a disastrous drought, have 
made it impossible for many of our 
people to meet their obligations to the 
banks, and have therefore made it im- 
possible for some of our banks to func- 
tion normally. The closing of a large 
number of banks is not necessarily a 
reflection upon our banking code. It 
is rather a reflection of current economic 
conditions, under which the weaker 
units of the banking system were unable 
to stand. The condition is not confined 


case. 
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to our state, but is widespread, as any 
daily newspaper will demonstrate. 

“Abnormal conditions such as these 
are likely to bring a flood of legislative 
proposals to remedy the ills. But great 
care should be exercised in passing judg- 
ment on these proposals. Good banks 
are essential to the welfare of the state. 
Neither you nor I would do anything 
to embarrass any bank honestly and 
competently operated. We could easily 
weaken our whole banking system and 
do harm to the entire state that we 
could never correct by passing radical 
legislation, which might be based on the 
best intentions but fail to take account 
of practical conditions. I would sug- 
gest to you that you consult with the 
conservative and sound bankers of the 
state, who are’ just as much interested 
in sound banking practice as you are, 
before you seriously consider any pro- 
posals for radical changes in our bank- 
ing law.” 


The banking situation has received 
attention from the governors of a num- 
ber of other states, and no doubt their 
recommendations will lead to fresh 
legislation designed to protect depositors. 
Practicable means of making banks safer 
should not only receive the attention 
of legislative authorities but should be 
the concern of every banker and of the 
state associations and the American 
Bankers Association. While the Gov- 
ernor of Arkansas is entirely right in 
attributing the exceptional rate of bank 
mortality to the drought and the exist- 
ing depression, the possibility of increas- 
ing the general safety of banking in this 
country has by no means been ex- 
hausted. 


PROPOSED STATE RESERVE 
BANK 


BILL has been presented to the 
Aste of the State of Wis 
consin providing for the au 
thorization of a Central State Reserve 
Bank, all state banks and trust com- 


panies to be compelled to subscribe for 
the stock of the proposed institution to 
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the extent of 6 per cent. of their cap- 
ital. Any national bank in Wisconsin 
may also become a shareholder, pro- 
vided the majority of its stock “is not 
owned or controlled by a foreign cor- 
poration, association or trust.” Profits 
are to belong to the member banks. In 
addition to the customary powers of 
state banks the proposed institution 
would have power to act as a reserve 
and correspondent bank for its member 
banks, and to assist them in making in- 
vestments and loans. It would in time 
become the exclusive depositary for 
public funds. 

As the bill contains a provision for 
cancelling the stock in the proposed 
bank owned by any state bank or trust 
company which shall come under the 
ownership of a foreign corporation or 
of a group or chain, it may be inferred 
that the main object of the measure is 
to preserve the unit banking system in 
Wisconsin. Whether its enactment 
would have that effect, or whether it 
might simply drive all the state banks 
into the national system, cannot be pre- 
dicted. At any rate, no such guess is 
necessary, as the bill has not become a 
law, and is hardly likely to find a 
place in the Wisconsin statutes. 

But this proposal nevertheless opens 
up an interesting subject for specula- 
tion. It has been no secret that the 
harmonious relations long existing be- 
tween the national and state systems of 
banking have in recent years undergone 
some change. For a good many years 
the state banks had some advantages 
not possessed by their national com- 
petitors. Congress, as is well known, 
tried to remedy this disparity, though 
somewhat tardily. Even now the two 
classes of institutions do not operate in 
all respects on an equality. For ex- 
ample, only the national banks may 
issue circulating notes. On the other 
hand, the state banks, in some cases, 
have wider privileges respecting branches. 
There are a few other differences. 

The establishment of a reserve bank 
in any particular state would not be of 
much importance to the banks of the 
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country generally, since its operations 
would be circumscribed by state lines, 
Should the state banks of all the states 
decide to form a central reserve bank 
of their own, a different problem 
would be presented. But such an in- 
stitution could hardly function effec- 
tively. It could not issue circulation, 
and might encounter legal obstacles that 
would make it impossible to carry the 
reserves of state banks outside the state 
of domicile of the parent bank. This 
obstacle might be overcome by estab- 
lishing branches in every state. That 
such an institution is needed or prac 
ticable may well be doubted. 


THE GOVERNMENT AND 
FOREIGN LOANS 


the United States Senate passed 

he following resolution, proposed by 
Senator Carter Glass, of Virginia, and 
former Secretary of the Treasury: 


Past to its recent adjournment 
t 


“Tt is the sense of the Senate that the 
Department of State, having no legal 
sanction for the action mentioned with 
respect to investment securities offered 
in the money markets of the United 
States by foreign governments, corpora: 
tions or individuals, should desist from 
the dangerous practice of involving the 
United States Government in any re- 
sponsibility of whatever nature, either by 
approval or disapproval, for foreign in- 
vestment loans floated in this country; 
and should refrain from assuming avu- 
thority over the Federal Reserve Board 
and banks and officials thereof with re- 
spect to matters which, by express au- 
thority of law, are confined to them and 
not to the State Department.” 


The intervention of the Government 
in this matter was primarily due to a 
desire that no loans be made to those 
countries indebted to the United States 
until they had made arrangements for 
settling their war debts to this country. 
There have been but few other cases 
of interference or even of concern on 
the part of the Government. It is 
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clear that when the Government “ap- 
proves” or “disapproves” a foreign loan, 
these words do not have their ordinary 
meaning, for the Government’s attitude 
has nothing to do with the quality of 
the loan. What is meant is that the 
Government does or does not object to 
the making of the loan. 

In general the lending policy of the 
American banks is free from political 
considerations when dealing with for- 
eign countries, just as is the case in 
making domestic loans. It is not usual 
for banks to discriminate between Dem- 
ocrats and Republicans. The only po- 
litical considerations to be taken into 
account have to do with the stability 
of the form of government, or the ca- 
pacity and honesty of those entrusted 
with power. 

A bill has been introduced in the 
House by Mr. McFadden, Chairman of 
the Banking and Currency Committee, 
providing for the creation of a board to 
pass upon domestic and foreign issues. 


This board is to be composed of six 
members, one of whom would be a mem- 
ber of the Federal Reserve Board. It 
would be the duty of the board to in- 


vestigate, pass upon and determine 
whether it is compatible with the na- 
tional interest that there should be sold 
or offered for sale or subscription in 
the United States, any issue or any part 
of any issue of securities, foreign or 
domestic, hereafter issued by any gov- 
ernment or other body politic, or by 
any individual, partnership, corporation, 
Or association, except securities issued 
by the Government of the United States 
or any corporation in which the United 
States or its representatives shall own 
the entire outstanding capital stock. 
The measure would be applicable to 
Issues in excess of $100,000. Action 
by the board would not be construed 
as approval of the board or of the 
United States of the legality, validity, 
worth or security of the issues. 

This proposal merely contemplates 
the setting up of a Federal censorship 
over loans, such as was exercised dur- 
ing our participation in the Great War. 
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The only criterion to be applied is com- 
patibility with the national interest, a 
vague term whose meaning would have 
to be left to Washington interpretation. 

If an instrumentality is to be created 
for the scrutinizing of foreign loans, 
and it is to have any real usefulness, 
its powers and responsibilities should 
be much greater in some respects than 
those contemplated in Mr. McFadden’s 
bill. But the setting up of an effective 
censorship of security issues is a very 
large undertaking. 


THE SAFEGUARDING OF OUR 
BANKING SYSTEMS 


[eon the banking systems of this 


country are in urgent need of im- 

provement is a fact too obvious 
for argument. The numerous failures 
of recent years speak more eloquently 
for such improvement than any state- 
ment that could possibly be made. In 
considering this problem, however, too 
much emphasis should not be placed 
upon the excessive banking mortality. 
It is well to remember, that in a period 
of long and exceedingly severe depres- 
sion, by far the greater number of 
banks have not failed. In other words, 
the banking systems, as a whole, have 
withstood the storm. But the necessity 
of strengthening these systems so that 
bank failures will be reduced to a 
minimum is clearly apparent. This 
problem deserves the careful study of 
every banker, of the bankers’ associa- 
tions and of the public authorities. 

No doubt there are strong banks 
which experience a feeling of some 
elation when the recklessly-managed 
competitor is forced out of business. 
But this satisfaction is diminished when 
such a failure causes even the strong 
bank to experience some of that falling 
off in confidence in all banks which the 
failure of any bank is likely to entail. 
It is really in the interest of all banks 
that unsound banking should be dis- 
couraged, a fact which most bankers 
fully recognize. 


How are the banks to be made 





438 


stronger? Various proposals are being 
offered—increased capital, the main- 
tenance of some safe ratio between cap- 
ital and deposits, greater responsibility 
on the part of directors, and better pub- 
lic supervision of banks. Recent revela- 
tions in the case of failed banks indi- 
cate that much greater care should be 
exercised in the selection of supervising 
officials of banks than has_hereto- 
fore existed. These appointments are 
too often made for political reasons 
rather than on the ground of fitness. It 
might help if in states where there are 
large cities, with efficient clearing- 


houses, that this organization should be 
consulted in making such appointments. 
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In other states the advice of the state 
bankers’ associations might be helpful. 
Theoretically, it would seem the most 
important element contributing to the 
safety of a bank would be the character 
of its ownership; but, with the general 
distribution of bank shares, not much 
can be looked for from this source. 
Could the ownership of bank shares be 
confined to persons of means, probity 
and business ability, the case might be 
different. That any such ideal of the 
limitation of bank ownership is prac: 
ticable may well be doubted. The 
same end could be obtained by a vot- 
ing trust, but that device can also be 
used for other than desirable ends. 


The Man Who Paid Off His Overdraft. 


(Reproduced by permission of the Proprietors of ‘‘Punch’’) 





Helping the Trust Department 


How Loaning Officers Can Help to Create New Trust Business 
with a Minimum of Time and Difficulty 


By THEODORE TEFFT WELDON 
Second Vice-President, Foreman-State Trust And Savings Bank, Chicago 


ITH few exceptions, trust de- 

\X partments are subsidiary to 

commercial banks. They per- 
form a financial service that follows, 
usually, the commercial function. Their 
existence depends upon the associations, 
the confidences and the friendships built 
up in other departments. They are 
maintained at a loss during their forma- 
tive periods, and the cost is made up 
by the other earning departments of 
banking. When they come to full 
maturity, their earn- 
ing is so considerable 
that they may then 
assume a role of of 
major importance to 
their institutions, but 
in the meantime they 
are tolerated with 
great patience and 
beautiful hope. 

In the development 
of the trust depart- 
ment, it should be 
recognized that new 
business is almost ex- 
clusively the result of 
other departments. 
People name it in 
their wills and under insurance inden- 
tures because they have confidence in 
the bank and because they assume that 
the quality of the trust functions will 
measure up to the excellence of the 
other services they have experienced. 
While salesmanship is needed to secure 
this business, still it would avail little 
unless backed by the reputation and 
prestige already existing. 

It is, of course, obvious that the 
banking officers are in a most advan- 
tageous position to assist the trust 
department. It is their handling of 


HIS is the first of a series 
articles 
Tefft Weldon which will appear 
in these pages covering various 
phases of trust development 
work. Mr. Weldon has devoted 
a number of years to a study 
of new business work for trust 
companies and his articles are 
based on wide experience. Trust 
officers and new business of- 
ficers will find these articles 
filled with many valuable ideas 
and suggestions. 


customers that gives the institution its 
reputation and its friends. They are 
the ones with whom the wealthy per- 
sons of the community have long dealt 
and to whom they have learned to 
look for counsel and help. It is’ per- 
fectly natural that customers should 
heed the advice of these officers to 
make wills and create trust agreements. 
Much has been said and written on 
the subject of bank co-operation with 
the trust department, and there is little 
to be added by way 
of additional gener- 
alities. It may be of 
value, however, to 
analyze the lethargy 
of these bank off- 
cials, and to see how 
it may be overcome 
practically. 

A loaning officer is 
a busy man, and he 
may justly feel that 
he has quite enough 
to do ‘in his own 
sphere of activity 
without getting busi- 
ness for the trust de- 
partment. Further- 
more, trust is a very technical and 
professional matter, and although he 
has a cursory understanding of it, he 
has not the same grip on it as he has 
on his own subject and he is not sufh- 
ciently sure of his ground to be drawn 
into its fine points. He knows, on the 
other hand, that the trust department 
is potentially a huge money maker, 
and he knows that he is not doing his 
full duty unless he gives it some help 
in securing business. He is constantly 
importuned by the trust department for 
leads, introductions and assistance. So 
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he makes some rather obvious mistakes 
which result in taking a good deal of 
his time and availing far less than 
could be accomplished with a more 
orderly and harmonious system. 


SYSTEM FOR CO-OPERATION 


The sales head of the trust depart- 
ment should meet with the groups of 
bank officers at least once a month for 
perhaps fifteen minutes. At first these 
meetings should have for their purpose 
a simple ritual of co-operation. 


As 


THEODORE TEFFT WELDON 


Second vice-president of the Foreman- 
State Trust And Savings Bank, Chi- 
cago. 


time goes on, they should deal with 
the technicalities of trust. Whenever 
possible, a resume of the business 
secured should be discussed in these 
meetings, showing its probable profit. 
To begin with, the officers should be 
informed that in asking for their co- 
operation there is no desire to have 
them do the work of getting new trust 
business. Their attempting to make 
the sale is one of the things to be 
avoided. The purpose is to outline a 
procedure which will encroach on their 
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time even less than the help they have 
been giving. Instead of their doing 
considerable work which is not needed, 
they are asked to do a very small job 
in just the right way. 

The function asked of the bank off- 
cers is just two-fold. First to find out 
who, among their customers, are pros 
pects. Second, to properly introduce 
these prospects to the trust department. 

It should be simple indeed for a 
loaning officer to find out from each of 
his well-to-do customers if he has a will 
and ali about it. If the bank is named 
in it, then the trust department should 
be notified. Also, the customers can 
easily be induced to bring in their 
documents for study by the trust de- 
partment to determine their practicality 
and economy of operation. 

If the customer has no will, or has 
not named the bank in his will, then he 
is a prospect. 


THE INTRODUCTION 


Now to:come to the crux of the 
matter—the introduction. Right here, 
sales are made or lost, hastened or de- 
layed, helped or hindered. Do not 
under any circumstances let a bank 
officer tell his client that he is going 
to have a trust man call on him. The 
effect is simply to put the prospect on 
his guard to ward off any sales attack. 
It means that in the end the bank offi’ 
cer will have to give more time and 
energy to the deal by far than if he 
had properly arranged an interview at 
the start. 

Let the customer know that he is 
going to be introduced to an expert— 
one who knows all about wills, estates 
and trusts—not a salesman. Then let 
the introduction take place in a private 
room—not at a desk. Let the bank 
officer stay with the customer and the 
trust man until they get their heads 
together. Then the bank officer will 
need to give it no more thought. 

Perhaps the worst thing that can 
happen is to have a vice-president of 
the banking department call a_ trust 
man and say, as they usually do, 





THE BANKERS MAGAZINE 


“Clarence, meet Mr. Hassenpffer. You 
ought to talk to him about his will.” 

The more worthwhile customers may 
be insinuated into the trust department 
at a luncheon or at the golf club. The 
more thorough the first contact the 
more certain and easy is the business, 
and the less effort and lost motion to 
all concerned. 

For a bank customer to be ap- 
proached by a perfect stranger who has 
to explain that he is employed in the 
trust department and wants to talk 
about it, is certainly to give the whole 
proceeding less force in the prospect's 
mind than to have the matter initiated 
through his regular banking contact. 
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A means of bringing certain trust 
prospects to the attention of the loan- 
ing officer is to put a bright colored 
tab on the credit card stating the 
situation. For example, the tab states 
“trust department wishes to meet this 
man,” or “trust department working 
on will.” Thus, when clients come in 
to renew loans, the officer is informed 
and can do as he deems best in further- 
ing the trust sale. 

In working up enthusiasm among 
bank officers, it is well to reduce the 
business produced through their aid to 
fees. Thus a vice-president who spent 
no more than an hour on a will can 
be informed at the next meeting that 


“Officers should be informed that in asking for their co-opera- 
tion there is no desire to have them do the work of getting new 


trust business. 


Their attempting to make the sale is one of the 


things to be avoided. The purpose is to outline a procedure which 
will encroach on their time even less than the help they have been 


giving. Instead of their doing considerable work which is not 
needed, they are asked to do a very small job in just the right way.” 


So now we come to the letter of in- 
troduction. Perhaps there are cases 
where it does some good, but it is hard 
to believe. Ask yourself how you 
personally feel toward the nitwit who 
has to use this means of crashing your 
gates. You look down on him from 
the very start. Persons of any impor- 
tance do not often use this means of 
meeting on a business deal. Let the 
bank officer telephone his customer and 
ask him to come over, or to have lunch 
with himself and Mr. Jones of the trust 
department. Let it assume the impor- 
tance it deserves. 

There are all degrees of friendships 
and intimacy existing between loaning 
officers and their customers. To what 
extent the officer can coerce his client 
toward action depends on the relation- 
ship. Where it is politic, a depositor 
should be made to feel that his bank 
expects his trust business, has a right 
to it and wants it attended to now. 


the approximate fee which the bank 
will eventually receive from his effort 
is, say, $50,000. 

As these meetings with the bank 
officers progress, more and more time 
should be given to the sales points and 
the operating practice of the trust de- 
partment. How investments are made, 
who review them, what committees they 
pass through, how often estates are 
analyzed, little anecdotes and experi- 
ences which give the feel and the pulse 
of the trust department, should be told 
and retold. The more interesting wills 
and trust agreements that come in from 
time to time should be summarized and 
read at these meetings to illustrate by 
actual example how provisions are made 
for the future. 

While people usually embrace trust 
company service from motives of safety 
and security for their loved ones, still 
their interest is more frequently piqued 
at the beginning by the money appeal. 
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If the bank officers will indicate that 
the trust department will save a cus- 
tomer not a little but a great deal of 
money, the difficulty of getting the 
deal started is instantly reduced. 


OFFICER DOES NOT NEED TRUST 
KNOWLEDGE 


Whereas it requires a full grip of 
the subject to discuss trusteeship and 
sell it, no such understanding is re- 
quired by the bank officer. If he knows 
that one’s property has to go through 
probate before it can pass to others, 
and that the modern trust company 
offers the most economical, effective and 
responsible vehicle, then he knows all 
that is required of him regarding ex- 
ecutorship. If he appreciates that 
trusteeship protects the property of 
wives and daughters, gives sons a better 
chance in life, permits a testator to 
have his own way in the future and 
eliminates successive inheritance and 


estate taxes, and repeated probate ex- 
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pense, then he has the high spots of 
stewardship. Let him learn similar 
sketchy facts about the life insurance 
trusts, living trusts, stock purchase 
agreements, and agency service, and he 
will help you more than if he has a 
smattering of the technicalities. 

In addition to the mass education of 
the bank’s personnel, each officer should 
have private tuition. The way to give 
this is to handle his will and his in 
surance trust, just as you handle those 
of others. When he has made a will, 
he will know the emotions which stir 
men to thought along this line. He 
will know the practical points, and he 
will have a familiarity with the subject 
which can be obtained only by apply- 
ing its principles to one’s own situa 
tion. And you will find, after working 
a long time with your bank officers, 
that those who have themselves made 
wills and established trusts are excellent 
salesmen, and those who have not are 
of little value. 





Why We Give Investment Advice 


Customers Have a Right to Expect Their Banker to Advise Them 
in All Financial Matters 


By Dona.p B. SMITH 
Assistant Cashier, First National Bank, Mishawaka, Ind. 


about the bond departments of 

our smaller bands. It seems that 
some of our bankers are just about 
ready to throw this department out, 
bag and baggage, under the indictment 
that it is a nuisance, does not pay its 
own way, or, still worse, is a parasite 
that is sapping the strength of the 
A list of the 


"Tsou has been some growling 


parent that gave it life, 
crimes laid at its door 
is damning, if it is 
proved: 

1. There is little, 
if any, profit to be 
had in selling bonds 


to customers. 

2. It draws from 
savings, which - are 
the investment funds 
that the bank must 
depend upon for 
earnings. 

3. It brings grief 
if the investment ad- 
vice that is given or 
the bonds that: are 
sold do not turn out 
as they should. 

All these things can be proved and 
the bond department pronounced guilty 
if—it is that kind of a bond depart- 
ment! Brother bankers, if you raised 
your young bond department to be that 
kind of a boy, he will commit all these 
sins and more! 

The first point is the matter of profit. 
We do not know of any department 
in the bank where it is easier to take 
a reasonable profit than it is in the 
bond department. A. recent article 
published in this magazine spoke of a 
profit of $2 for every $1000 bond sold. 
This is certainly not enough. Any 


matters. 


EADERS of THE BANK- 

ERS MAGAZINE will 
recall the article entitled “In- 
vestment Advice and the Grief 
It Brings” which appeared in 
the February number. 
Simpson, the author, feels that 
banks should keep away from 
offering advice on investment 
Donald B. Smith in 
the present article states the 
opposite side of the case and 
explains why he thinks that 


giving investment advice is both 
necessary and profitable. 


banker should have at least a half point, 
or $5 a thousand, for anything he sells 
his customers outside of Liberties. 
Analyze the cost of the overhead on 
each transaction and it can easily be 
seen that $2 would not compensate the 
banker for his time and postage. Our 
bank sells about a million dollars’ worth 
of bonds a year to customers, excepting 
Liberties. We are not a large institu- 
tion, with combined 
resources of about 
$5,000,000. We have 
no complaint about 
the profits from the 
sale of securities to 
customers. We do 
not use any high 
pressure methods, 
neither do we adver- 
tise in the news- 
papers, nor make any 
house-to-house _ solici- 
tations. But what 
we do, that I believe 
is very important, is 
to sell only general 
market public utili- 
ties, underlying rails, 
and selected industrials of the highest 
type. Sufficient it is to say that we 
feel that our investment advice is based 
on sound judgment produced through 
years of successful buying for our own 
banks, and that the profit which we 
are taking is reasonable. We have 
never had a customer complain of our 
charges in any way. Therefore, in the 
light of our experience, we feel that a 
banker who charges his customer only 
$2 a thousand and then complains 
about the profits from his bond depart- 
ment is complaining about something 
which is apparently his own fault. 
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TWO SIDES TO THE QUESTION 


As to the criticism made that money 
on deposit in the bank’s savings de- 
partment is withdrawn to purchase 
securities with the resultant loss to the 
bank of earning funds, there is some- 
thing to be said on both sides. It is 
sure that it is not the most pleasant 
spectacle in the world from a banker's 
viewpoint to see ten or fifteen thousand 
dollars going out of his savings depart- 
ment into securities, even if the bank 
does make a nice profit on the sale. 
There is no dodging the fact that an 
earning asset is departing, but, after 
all, what can be done about it, for it 
is the customer’s money. In this situa- 
tion, the banker should remember that 
if he is selling his customer the best 
class of marketable bonds, he is improv- 
ing that customer’s financial condition, 
and improvement in his depositor’s 
financial condition, from the bank’s 


efforts, is certain to result in an im- 
provement in the depositor’s 


future 
connections with the bank. 

The bond department manager must 
realize what a security-minded customer 
is thinking about when he comes in 
for investment advice or to purchase 
securities. His mind is on improving 
his financial condition and the instant 
that a banker hesitates to advise him 
or help him invest his savings, the first 
thought that comes to the depositor is 
that the banker is acting for his own 
interests, and trying to keep the deposit 
in his bank. The resentment growing 
out of the banker's lack of co-operation 
may cause both the customer and the 
banker considerable harm. The would- 
be investor immediately goes out of 
the bank to somebody else, who may be 
only half as competent as the bank 
officer in the matter of investments. 
Possibly he will invest his savings ac- 
count not so wisely, and he is certain 
to hold a grudge forever. What cus- 
tomer ever forgets a grudge? 

If he loses on his investment, he will 
remember that the bank refused to 
advise him, and, whether you like it 
or not, the bank is a semi-public in- 


stitution and is concerned with the 
general welfare of the community in 
which it does business. It is to the 
bank that people have been trained to 
look for investment advice and service, 
Why not cheerfully advise your cus 
tomer, buy securities and keep his good- 
will? If he is a pig about yield, grin 
and refuse absolutely to purchase for 
him. This last statement cannot be 
emphasized enough because when the 
banker yields to his customer's pleas 
for high-rate yield, and involves the 
bank in the purchase of speculative 
issues, he collects for himself liabilities, 
real and implied. 


DEPENDS ON DEPARTMENT 


The grief that is attached to a bond 
department is again largely a matter of 
the department’s own doing. In smaller 
cities and smaller banks there is only 
one program, to our way of thinking, 
that should be followed. This program 
can be summed up in two rules of 
conduct. 

1. Sell your customer only the high 
est grade general market bonds of 
underlying rails, public utilities and 
selected industrials. 

2. Don’t sell your customer anything 
you would not buy for your own bank. 
If he is after speculation and yield, let 
someone else sell it to him, against 
your advice. 

There has been too much high pres 
sure salesmanship by banks’ bond de- 
partments. Too many customers have 
been talked into buying bonds that 
they should not have bought. It may 
sound elementary, but we know of no 
other way of plainly stating the theory 
of good bond department practice. Sell 
your customers only bonds that will 
not bring them grief. Cheerfully but 
firmly refuse to sell them bonds that 
might. Of course, some very fine bonds 
go down a few points under certain 
market conditions and if you have been 
unfortunate enough to have sold a 
customer, we will say a nervous widow, 
who makes a specialty of worrying, you 
will have to bear with her in patience. 
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But, generally speaking, if your bond 
department has dealt only in the best, 
you will not have to listen to com- 
plaints. It might surprise some of our 
bank bond department managers to 
know how easily high-grade, low-yield 
securities can be sold and how easily 
they stay sold, and how satisfactory it 
is to have the confidence in the bank 
spread throughout the community. 
Maybe the profit in that class of bonds 
is smaller but the sore-heads are scarcer. 
In passing, we cannot help but men- 
tion the fact that some banks have 
made the terrible mistake of guarantee- 
ing certain bonds. It is hardly neces- 
sary to say anything about the fallacy 
of this practice, but plainly we know 
of no practice that we consider more 
vicious. 

In our institution we know that the 
bond department has drawn from our 
savings department to some extent, but 
always to our benefit, both in the profit 
made in the purchase of the securities 
and the good-will that the customer has 
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felt toward us for our sound advice 
and willingness to co-operate with him. 
The grief of complaining customers we 
have avoided by our selling policy, 
which has been several times outlined 
in this article. We have never sold 
any bonds we would not hold in our 
own vault. Our profits have been 
satisfactory because we have made a 
reasonable charge, for which we gave 
value received and service in advance. 
We would not think of discontinu- 
ing our bond department. We are 
satisfied with its returns and it has 
proved to be a valuable and smoothly 
operating department. We have never 
made a practice of giving advice about 
any stocks except to mention what the 
highest grade investment stocks are. 
We do not recommend them. We 
shall continue to give advice about 
bonds and continue to purchase for any 
of our customers who desire to buy, so 
long as they are purchasing the proper 
bond for their needs. We are not 
through with our bond department! 





A Successful Banker 


By W. Maurice EARLE 
Of the Long Branch Banking Company, Long Branch, N. J. 


What qualities should the “ideal banker” possess? This is the question which 

William H. Kniffin, Jr., vice-president of the Bank of Rockville Centre Trust Com- 

pany, Rockville Centre, N. Y., put to his class in banking at the Monmouth (N. J.) 

Chapter of the A. I. B. Each member of the class wrote a short thumbnail sketch 

outlining his or her ideas of what a banker should be. Mr. Kniffin has consented 

to allow the best of these to be published in THE BANKERS MAGAZINE. They will 
appear once each month. 


N the writer’s mind, four qualities go to make up the successful 
banker—character, business ability, the understanding of 
human nature, and unison of mind and thought. The quality 
of character is essential to the banker because of the nature of 

his business. Generally speaking, he is doing business with some- 
thing that does not belong to him; he is dealing with other people's 
money. In the writer’s opinion, the position of the banker in 
relation to his customers should compare with the position which 
the doctor holds with his patients, the clergyman with his parish, 
or the schoolmaster with his pupils. In order to hold this position, 
the banker must first be of strong and moral character. 

Next in importance, the writer would say that the banker must 
possess a sound business mind. He must not only have his own 
business (the bank) running on a sound and profitable basis, but 
he must also have ability in many different lines of business. He is 
consulted many times during the day by his customers, who seek 
his advice about their business difficulties, their investments, and 
as to the management of finances in their own business. The acid 
test is met by the banker when he can give good sound advice to 
these people and put them on the right path. 

As regards this third quality, the understanding of human 
nature, the banker who possesses that insight into human nature, 
who can use a bit of psychology when dealing with his customers, 
and who can say “yes” at the right time and “no” at-the right time, 
that banker will succeed far beyond his own expectations in the 
banking field. 

The model banker, if there be such in existence, possesses @ 
mind that is constantly looking into the future. He is preparing 
for the unexpected. When conditions are good he keeps going 
along with the rest, but when times are bad this banker comes 
through with flying colors. He is prepared for the worst. Why! 
you ask. Because he has that vision of mind, that quality of 
looking ahead. 
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Meeting a Run on a Sound Bank 


How One Bank Met an Emergency to Which All Banks Are 
Subject 


By Lucius H. Hot 
Vice-Chairman of Board, City Bank and Trust Company, Hartford, Conn. 


understanding the events of last 

May in the history of the City 
Bank and Trust Company, of Hartford, 
Conn., it is necessary to dwell for a 
moment on the bank’s background. In 
February, 1915, the present manage- 
ment took hold of the City Bank. The 
bank, originally established in 1851, had 
fallen into a rut, had in 1915 about a 
million deposits, and was solely a com- 
mercial bank. The new management 
undertook an aggressive campaign to 
build up deposits and to increase the 
scope of its service. A savings depart- 
ment was opened; an ambitious adver- 
tising campaign was started; the name 
of the bank was changed to the City 
Bank and Trust Company, and efforts 
were made to attract trust business; the 
bank was opened Saturday evenings for 
the convenience of customers; and great 
emphasis placed upon courtesy and 
friendliness in the dealings of the bank 
personnel with its clients. 

From the beginning of the administra- 
tion under the new management the 
bank progressed rapidly. It acquired a 
new home, a building of its own on a 
busy corner long identified with bank- 
ing interests, and it expanded its services 
until these included all those afforded by 
the most progressive banks. Its adver- 
tising and its obviously rapid growth at- 
tracted public attention to it. It is 
worthy of note, also, that the aggressive 
advertising campaign for savings spurred 
on competitive banks, and resulted in a 
general rise of savings deposits in the 
city, in mutual savings banks as well as 


ee 


From an address delivered before the 
astern Regional Savings Conference of 
the American Bankers Association. 


Te get the proper perspective for 


in the savings departments of state 
banks. 

In the meantime, with large deposits 
in the savings department, the problem 
of investment of funds had been suc- 
cessfully met. Mortgages were kept 
under 50 per cent. of the deposits and 
were made on only 50 per cent. of the 
appraised value of developed properties 
—and the appraisers were carefully se- 
lected and advised that the bank wished 
very conservative valuations. The re- 
maining 50 per cent. of the deposits, 
outside of the cash reserve always main- 
tained at about 3 per cent., was in- 
vested in highest grade bonds and care- 
fully selected New York bank stocks. 
The tremendous appreciation in the 
value of the bank stocks brought huge 
profits to the bank, a very large portion 
of which were realized before the crash 
in the security market; and, although its 
stock was increased and finally split up 
four for one (par reduced from $100 
to $25), the market price of the shares 
rose to abnormally high figures. At these 
figures the stock was actively dealt in 
on the local exchange during the boom 
period of 1928-29. It is no exaggera- 
tion to say that the City Bank and 
Trust was the best known and most 
conspicuous bank in Hartford. This 
very conspicuousness stood it in poor 
stead later. 

In the spring of 1930, even after the 
securities collapse of October-November, 
1929, the City Bank was in a very 
strong position. Its savings department 
investments still showed an appreciation 
of more than the entire capital stock 
of the bank, and every other depart- 
ment was in a thoroughly sound and 
satisfactory condition. Except for the 
depressed security markets and the pos- 
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sibility of a general business depression 
—not fully admitted at that time— 
there were no clouds on the horizon. 

Under these peaceful conditions came 
the first sign of trouble. A large private 
bank, managed by Italians and having 
almost solely Italian business, was forced 
into a receivership on April 23. Ex- 
actly a month later, May 23, the local 
newspapers carried the news to the de- 
positors in the failed bank that there 
would be nothing left for them in the 
liquidation of the bank. The news evi- 
dently came to the Italian colony in 
Hartford as a great shock, though it 
had been anticipated in banking circles 
familiar with the character of the bank’s 
management and investments. All day 
Friday and the following morning, Sat- 
urday, May 24, the Italian district was 
in a ferment of excitement over the 
disastrous news. 

It was, perhaps, to be expected that 
Italian depositors would turn their at- 
tention to the City Bank, for that bank 


had the largest savings deposits of any 
except the mutual savings banks in 
Hartford. Two incidents, which at the 
time appeared trifling in themselves, 
seem to have precipitated the actual 


run. The first was that of an Italian 
woman who presented her husband's 
book and asked for the money, some 
three thousand dollars. The teller 
asked her if she had an order from her 
husband—no, she had no order, she 
wanted the money. The teller carefully 
and courteously explained that it was 
impossible to pay the money on her 
husband’s book to her unless she had 
a written order from him, but that as 
soon as she presented the book with 
the order she could get the money. The 
woman took back the book and left the 
bank, went down to the Italian quarter 
and reported that the City Bank would 
not give her the money. 

The same morning, Saturday, May 24, 
an Italian presented a check for $340 
to a teller in the commercial depart- 
ment and asked for the money. The 
check was perfectly good, but the man 
himself was not a depositor, was in fact 
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wholly unknown to the bank. The 
teller, of course, asked the man if he 
could identify himself, and explained 
with the utmost care and courtesy that 
such identification was necessary before 
he could cash the check. In his highly 
excited condition the Italian apparently 
could not grasp the explanation, grabbed 
his check and left the bank. He ap 
parently went directly to the Italian 
quarter and spread the news that the 
City Bank would not pay him the 
money on the check. 

That very night, Saturday, May 24, 
when the bank was open from seven to 
nine, where on ordinary Saturday 
evenings the bank gains from $5000 
to $20,000 in deposits, withdrawals 
amounted to $56,323.05. The run had 
started. The head of the bank, Fred 
P. Holt, had formerly been bank com: 
missioner of the state, had had experi 
ence in advising other banks in the 
state at such critical periods in their 
affairs, knew the symptoms and _ had 
over Sunday to prepare for what he 
realized would come on Monday morn 
ing. 

In a real “run” such as this one, the 
frightened depositors will not accept 
checks; they must have cash. With the 
tremendous resources of the bank, there 
never was the slightest fear of not being 
able to meet all demands upon its credit, 
but there was the practical difficulty of 
finding enough actual currency to make 
payments. Mr. Holt knew that there 
was not sufficient on hand in the other 
Hartford banks where the City Bank 
had large credits, so communicated 
with the bank’s correspondents in New 
York and Boston. As a result, early 
Monday morning one armed automobile 
set out from New York with $500,000 
in currency, and another from Boston 
with $250,000. These arrived in Hart: 
ford late Monday morning. That same 
morning the bank drew from its Hart 
ford bank correspondents as much cash 
as they could spare. Before noon of 
Monday the City Bank had more than 
$1,000,000 in actual currency, carefully 
stacked on tables behind the tellers but 
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in full view of the depositors, and care- 
fully guarded by special police brought 
in for the occasion. 

The gathered in front of the bank 
before the opening and the line ex- 
tended far up the block. Toward noon 
of this day, Monday, and all of Tues- 
day morning the police aided in keep- 
ing the crowd in line. For a while it 
was necessary to close the street to or- 
dinary traffic, for the actual depositors 
were increased by a crowd of curiosity 
seekers. It was impracticable to leave 
the doors open, with everyone trying 
to crowd at once into the lobby, so a 
limited number at a time were admitted, 
their money given them and, as they 
departed, a new group was admitted. 

At the end of this day, Monday, 
May 26, the frightened depositors had 
withdrawn $557,741.39, and the de- 
posits had been a mere trifle—only 
$8,459.55. But as a knowledge of the 


unjustified “run” became public, the 
better informed elements of the city of 


their own accord bore witness to the 
soundness of the institution. The man- 
agement of the City Bank is and shall 
always be grateful to its many friends 
for their expressions of confidence in it. 
Foremost among those who came out 
with public statements of confidence 
were Lester E. Shippee, the bank com- 
missioner of the state, and the Hart- 
ford Clearing House Association. The 
Clearing House Association in a half- 
page notice announced its complete con- 
fidence in the City Bank and pledged 
the resources of the other member banks 
to aid the City Bank. One of the 
bank's New York correspondents volun- 
tarily sent up $250,000 for deposit in 
the bank, and the heads of some of the 
largest insurance companies in the city 
sent word that their companies stood 
ready to assist in any practical manner. 
In addition, many individuals of large 
means came to the bank to offer their 
aid if needed. It was a source of the 
deepest satisfaction to the bank to have 
in this time of stress such evidence of 
esteem and confidence on the part of 
its fellow banks, the leading Hartford 
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industry and Hartford's influential citi- 
zens; and at the same time it remains 
a matter of great pride to the manage- 
ment that it did not have to ask aid of 
anyone. The bank’s own resources were 
ample, and were in such liquid form 
that they could be made available at 
short notice. The management never 
even considered the possibility of any 
use of the thirty-day clause; every de- 
positor had the right to have his money 
on demand, and they prepared to give 
it to him. 

Tuesday, May 27, saw during the 
forenoon and the early part of the 
afternoon a repetition of the scenes of 
Monday, and the total withdrawals 
were $488,188.86. Other depositors, 
however, showed their confidence in the 
bank and deposits for the day amounted 
to $52,832.40. 

As the day wore on it was evident 
that the published statements of the 
bank commissioner, the pledged offer 
from the Hartford Clearing House As- 
sociation and the splendid editorials in 
the daily press were having an effect in 
allaying the fears of the depositors. In 
addition, many individuals whose posi- 
tion or afhliations gave them influence 
with depositors of the class which had 
become panicky, came to the bank and 
talked with the depositors singly and in 
groups, emphasizing their folly in with- 
drawing their savings. Leading Italian- 
American citizens, several pastors of 
churches, well-known merchants of 
Hartford, helped to restore confidence 
in the minds of these poor people. The 
local large radio station of the Travelers 
Insurance Company, WTIC, voluntarily 
interrupted its program several times to 
broadcast a message of confidence in the 
City Bank. By closing time on this 
day the line had disappeared from the 
street, traffic was reopened and even the 
lobby of the bank was almost clear. 

It would take too long to tell all the 
interesting incidents that occurred dur- 
ing the “run.” The writer may be 
pardoned, however, for dwelling for a 
moment upon one incident. On Mon- 
day afternoon one poor Italian woman 
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reached the window and drew out her 
savings, $3200. She left with the 
money folded into her skirt, happy, ap- 
parently, at having saved her life’s ac- 
cumulation. The next morning, about 
6.30, when the janitor arrived at the 
bank to clean up, he found a woman 
sitting on the steps, crying as though 
her heart would break. What was the 
matter? She had drawn out her savings 
the day before; she had taken the money 
down to her tenement; she had put it 
under her pillow at night; she had be- 
gun to worry; she had not slept a wink; 
and now, please, could she put her 
money back again in the bank where it 
would be safe? And when the teller’s 
window opened, she was the first per- 
son there. 

This incident suggests the question: 
What became of all the money with 
drawn? It was difficult to trace and 
much of it never was redeposited in 
the City or any other local bank. Some 
hundreds of thousands were deposited 
in the postal savings, according to the 
best information; and many thousands 
were taken downstairs in the City Bank 
and put in safe deposit boxes. One 
curious feature was that in several in- 
stances considerable sums were with- 
drawn from the savings department, 
taken across the lobby and deposited in 
the commercial department, which was 
at no time affected by the “run.” In 
general, however, the question cannot 
be answered accurately as to what be- 
came of the money withdrawn. 

On Wednesday, May 28, it was evi- 
dent that the serious part of the “run” 
was over. Withdrawals for the day 
amounted to $73,656.71 and deposits to 
$60,780.90—both abnormally large, of 
course, but a great relief from the 
strain of the preceding days. The line 
no longer existed outside the bank, and 
the lobby was not uncomfortably 
crowded during the day. By that 
night the officers of the bank felt cer- 
tain that a measure of confidence had 
been restored. For the remainder of 
the week the withdrawals were sub- 
stantially heavier than would be ex- 


pected under normal conditions, but on 
each day these were more than matched 
by deposits. Perhaps a brief summary 
of the statistics for the period from 
Saturday, May 24, through Thursday, 
June 5, will make clear just the finan 
cial effects of the “run.” 


DEPOSITS AND WITHDRAWALS 





Date Withdrawals Deposits 
fo ge, Sree $ 56,323.05 $ 39,066.5- 
Meee 26 oss 557,741.39 8,459.55 
Bee 27) kas 488,188.86 52,832.4( 
Way 26 oka sic 73,656.71 60,780,9' 
| a: 37,780.36 97,206.5: 
WAY S20 ccss 31,797.05 91,339.3 
pone 2 secs, 61,662.51 111,579.3 
Se. eee 18,398.51 55,529.8 
Wane 6 Scenes 14,905.67 53,245.0 
Pa Feats 19,206.35 41,990.6( 

TAG sanees $1,359,659.46 $612,030.07 

May 24 to June 5 
Amount 
Accounts closed (out of 

over 30,000) ....... 1035 $765,885.17 
New accounts ........ 224 134,942.5( 
Accounts reopened .... 147 153,122.07 


It is probable that in the foregoing 
account of the “run” the writer has al- 
ready made sufficiently clear how the 
City Bank and Trust Company met it. 
He may, however, summarize the mea- 
sures taken and expand a little at this 
point on some of the details. 

It is hardly necessary to say that the 
point of first importance is to keep the 
savings department investments at all 
times in a condition sufficiently liquid 
to meet an abnormal demand for funds 
by the depositors. In accordance with 
what the City Bank believes is sound 
banking practice, it has planned to have 
at all times between 40 per cent. and 
50 per cent. of the depositors’ funds in- 
vested in such way that they can be 
realized on immediately. At the time 
of the “run,” with aggregate savings 
deposits of about $18,000,000, it was in 
a position, if necessary, to realize more 
than $8,000,000 on bonds and bank 
stocks within twenty-four hours. As 
the figures have shown, it actually 


needed on the two days of May 26 
and May 27 a little over $1,000,000. 
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The writer should place second in 
importance the acquisition by a bank of 
a circle of good friends, whether or not 
they are clients. These friends, whose 
friendship is built on knowledge of, 
ind confidence in, the bank’s manage- 
ment, are an asset of incalculable value 
in any time of stress. A bank needs 
friends just as much as an individual 
.eeds them. Among the precious mem- 
ries the bank treasures from its ex- 
erience during the “run” are those of 
the many friends who privately and 
publicly declared their esteem for, and 
heir confidence in, the institution. The 
yank lays great emphasis on their sup- 
yort in the resumption of public con- 
idence in the institution. 

In the details of handling the “run” 
me or two points may be of interest. 
The officers emphasized to the tellers 
the necessity during the strain of main- 
aining the same spirit of friendliness 
ind courtesy which they maintain dur- 
ing normal times. Every depositor was 
met with a smile and a word of greet- 
ing, his money carefully counted and 
ziven to him, and he was dismissed with 
1 smile and a word of thanks for his 
patronage of the bank. From the in- 
itiation of the savings department the 
bank has emphasized this friendly con- 
tact with patrons and it took occasion 
is the excitement of the “run” 
veloped to see that the tellers under 
the strain did not change their manner. 

Officers and directors of the bank 
took occasion during the “run” to be 
present much of the time in the lobby, 
trying to cheer up the worried deposi- 
tors, assuring them that their money 
was safe and that they would get it as 
rapidly as it could be accurately han- 
dled. Many depositors, seeing that pay- 
ments were being promptly made, and 
reassured by the character of the ofh- 
cers and directors present in the bank, 
stepped out of line and did not make 
the contemplated withdrawals. 

During the height of the “run” on 
Monday and Tuesday, May 26 and 27, 
large sums of money were openly dis- 
played under adequate guard on tables 


de- 
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near the tellers. A million dollars in 
bills of comparatively small denomina- 
tion make a very impressive display 
and may have aided in restoring con 
fidence. 

At the beginning of the “run,”* on 
Saturday night, May 24, the tellers 
were instructed to pay out as rapidly 
as possible in order to try to keep the 
lobby from being overcrowded. It was 
not certain at that time that the bank 
faced a real “run.” When the bank 
opened Monday, however, and _ the 
“run” was actually upon it, the bank 
feared that continued efforts at rapid 
payments might result in serious errors. 
Therefore the tellers were instructed to 
use great care in counting the money 
and not to make any effort to hurry the 
transactions. Undoubtedly this mea- 
sure slowed up transactions consider- 
ably and may have caused those in the 
long waiting lines some worry, but it 
seemed necessary to insure accuracy and 
to lessen the strain on the faithful, loyal 
and hard-worked tellers. The prolonged 
wait for some of those in line may have 
been beneficial in giving them time for 
reflection upon their folly. 

As the “run” developed, and officers 
and directors looked forward to the ex- 
treme possibilities of what might happen, 
the question of liquidating a portion of 
the bank’s mortgage investments came 
up for attention. In a city like Hart- 
ford, the insurance center of the United 
States, with definite offers of assistance 
from the heads of the largest companies, 
it was certain that the bank could have 
placed as large a percentage of its 
mortgages as it desired. The short 
duration of the “run” and the relatively 
small proportion of resources affected 
made it unnecessary for the institution 
to consider the question further at the 
time. 

It is worth mentioning in this con- 
nection, however, because it may serve 
to introduce what is one of the most 
serious problems now confronting banks. 
Mortgages are the one non-liquid ele- 
ment in the investment of a bank today. 
Assuming that proper care has been 
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exercised in loans, and in stocks, and in 
bonds, a bank can consistently count on 
cash value, or high collateral value, of 
these elements. There is a market for 
stocks, a market for bonds, an immediate 
rediscount value for notes, but there is 
no market for mortgages. No matter 
how excellent the judgment shown 
originally in lending upon mortgage, 
there is no way for a bank to realize 
quickly on its mortgage loans. Many a 
bank among those which have failed 
during the last year has had to close its 
doors for this reason: The bank had 
been honestly administered; its mortgage 
loans had been on the whole wisely 
made; but when the demand for funds 
came, these mortgages could not be 
liquidated to raise money. 

The writer can give no answer at this 
time to the problem. Now that it is 
generally known and its importance 
recognized, the problem will find a solu- 
tion. It may be through the organiza- 
tion of great bank mortgage securities 
companies, or it may come through a 
warrantable extension of insurance busi- 
ness. In one way or another, however, 
it is the most essential forward step to 
take for the protection of sound, well- 
managed institutions. 

The writer should like to express his 
sympathy with a banker in a savings in- 
stitution in the Southwest, whose mea- 
sures for meeting a “run” were widely 
reported in the public press at the time. 

ccording to the accounts, when the 
“run” had fully developed, he hired a 
stringed orchestra, placed it in the rear 
of the lobby, and bade it play good 
dance tunes. He explained to the patrons 
of the bank that the clerks would serve 


them as rapidly as possible, but that in 
the meantime, while they were waiting, 
he hoped they would enjoy the music 
and those who desired would dance. He 
knew the safety of his bank; he was 
ready for the “run”; and his attitude in 
providing for the relaxation and enjoy- 
ment of his patrons quickly allayed their 
anxiety. And the writer gathered from 
the account that the “run” dissipated in 
laughter and pleasure for all. 

And so the writer believes that all 
who have well-managed and sound in- 
stitutions are too prone to look merely to 
defensive measures on the occasion o* 
such a depositors’ panic. When we knov 
we are safe and sound, it might be better 
psychology to adopt aggressive tactics 
If we do not find it practicable to hire 
a stringed orchestra, at least let us in 
vite our patrons to come in and get their 
money instead of putting forth extreme 
efforts, as is often done, to persuad 
them to leave it. The very effort w 
may make to persuade them to leave 
their deposits may strengthen their sus 
picion that there is something wrong 
with the bank. So next time, let us plan 
to put out our advertisement somewhat 
as follows: 


TO OUR DEPOSITORS 


It has come to our attention that certair 
of our depositors are fearful for the safety 
of the money they have intrusted to our care. 

The statement below gives the condition of 
this bank— 

(and here insert a financial statement). 

Please study the above statement. If after 
you have studied it, you still are fearful for 
the safety of your funds, we request you to 
come to the Bank and draw out your money. 

We have the resources, we are ready to 
pay you your money on demand. If you 
want it, come and get it. 
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Is an Easy Credit Policy Wise ? 


World-Wide Ease in Credit Will Probably Hasten Economic 


Recovery 


By J. Harvie WILKINSON, Jr. 
Investment Department, State-Planters Bank and Trust Company, Richmond, Va. 


’ ONEY has been available at 

steadily declining rates for over 

a year and the first of 
1931 the short-time money market has 
sought new low levels. Bankers 
ceptances at 19% per cent., commercial 
paper at 2! per cent., United States 
Government issues maturing in from 
six months to two and one-half years 
selling on a basis of from 1 per cent. 
to 2.80 per cent.—all of these mirror 
quite clearly the ease in bank credit. 
The declining yields on long-term bonds 
since December, 1929, have not come 
about with any degree of regularity, 
for the gyrations of the bond market 
are well known, but the fact remains 
that today the return to be obtained is 
considerably than in the month 
referred to above. 

Is this extreme ease of credit justi- 
fied in view of the generally admitted 
fact that it was the credit ease of 
1927 which aided the rising stock 
market on its meteor-like course? What 
of the chances for a repetition of this 
drama and would not the public’s 
nerves be “shot” beyond mend, worn 
audience that it is? Is the Federal 
Reserve System justified in considering, 
as it apparently does, the course of 
financial and economic events in 
Europe, and should its policy be in- 
fluenced at all by these events? Should 
we not protect our domestic picture 
and remember that our liability for 
foreign balances in this country is a 
large one? It is to a discussion of these 
things that we now proceed. 

First, it should probably be stated 
that an abundance of credit will not of 
itself produce a business revival. This 
is evident enough, nor is there any 
reason to believe that the Federal Re 


since 


ac- 


less 





serve authorities harbor any such 
illusion. However, economists generally 
agree that easy credit is an incentive 
to, but not a guarantee of, good busi- 
The reasoning back of this prin- 
ciple is not in any murky. 
Through the avenue of the bond mar- 
ket—in which credit conditions are 
the greatest single determinant—funds 
flow into industry and gradually the 
industrial dynamo, supplemented by 
many other factors, begins to generate. 
As a result, labor of all types and 
materials of all kinds used and 
crawl by crawl, step by step, stride by 
stride, construction of every nature 
begins. 

This flow of funds follows the hier- 
archic course from call money market, 
to commercial paper market, to short- 
term bond market, to long-term bond 
market, to mortgage market, all the 
while preparing the base on which 
business long sick abed can stand with 
firm footing. Easy credit must be 
supplemented by other factors but 
under the circumstances time alone can 
bring all of these into play. It is the 
failure to appreciate the importance of 
the temporal element in credit ease and 
business revival which has caused much 


ness. 


sense 


are 


misunderstanding. To repeat, the 
sooner this hierarchic flow of funds 
begins, the sooner the bond market 


broadens and grows robust, the sooner 
time-tested principles are put into 
motion, the sooner will business bestir 
itself from the knockout drops of in- 
flation. 

Should the Federal Reserve ease 
credit so rapidly and to such an extent 
when one considers the result of the 
ease in 1927? Granting the validity of 
what has been said above, had we not 
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better avoid a repetition of speculative 
inflation even at the risk of retarding 
the business revival? If events favored 
a speculative conflagration everything 
should be done to smother it. Psy- 
chology is overworked, but as affecting 
the speculative activities of a nation 
it is a potent force which must be 
considered. The psychological back- 
ground of both business and specula- 
tion in 1931 is clearly and unmistak- 
ably different from that of 1927. Cur- 
rently business has still to demonstrate 
that it is forming a bottom preparatory 
to an advance in the cycle. In short, 
the easy money policy of 1927 was 
coupled with excellent business. These 
two, easy money and good business, 
worked together as a doubles team 
and fed on the greenest grass which 
grew after the 1920-21 deflation. They 
could and did draw a speculative 
chariot at a rapid rate. Today one 
horse is exhausted, the grass has been 
scorched; the other teammate waits 


patiently for his friend’s revival and . 


hopes by his own presence to encourage 
his stricken comrade. The background 
for the employment of an easy money 
policy today is, to repeat, distinctly 
different from that of 1927 and is not 
one apt to fan to fury the fiery flames 
of speculation. 

Banks, in an effort to exist in a 
period of easy money, may purchase 
unsound securities. Now and forever 
is this a question of management and 
the current status of the bond market 
wherein prime issues move well and 
those suffering from taint move slowly 
is concrete evidence of the bankers’ 
present stamina against temptation. 
When, incidentally, it might be asked, 
are speculative, new ventures to be 
floated? Would not business now do 
well to receive the stimulus from the 
red blood of bursting genius. Inven- 
tions, new ideas, the launching of new 
industries, would indeed be desirable at 
the bottom of the business cycle—if 
one could finance them. 

The easy money policy of 1927 was, 
among other reasons, inaugurated to 
help our foreign sales of agricultural 


products through strengthening the 
foreign exchanges, and to aid in re- 
distributing the world’s gold supply. 
The credit ease of 1930 and 1931 has 
apparently been conducted in co 
operation with the leading European 
central banks who too wish credit to 
be easy. For reasons already outlined 
ample credit is desirable in a business 
depression and this, be it remembered, 
is a world depression. Moreover, we 
do not wish to add to our gold supply 
and if interest rates here are more 
attractive than elsewhere the yellow 
metal would flow to the United States. 
However, even in the light of past 
experience, even in view of chaotic 
conditions and our own economic ills, 
should we focus our entire attention on 
the United States, plan our policies 
and shape our course solely on a 
domestic basis? Should we not give 
any weight to loss of gold by foreign 
countries, to the plight of Europe and 
South America? 

A superficial glance at developments 
since the war will show how through 
foreign loans and foreign trade we 
have inevitably been drawn into closer 
union with Europe. Foreign trade and 
foreign loans have been the bonds 
which tied! A policy of isolation is 
impossible, and there is no reason to 
believe we can sail our ship of state 
between this Scylla and Charybdis with 
a thought to neither of them. Whether 
we would have been better off had we 
not been drawn into intimate contact 
with Europe is a question for academic 
discussion, but such a discussion could 
in no sense deny the existence of our 
present status. In addition, for anyone 
to disregard the value of foreign trade 
is to profess ignorance of the greatest 
American economic platitude, mass pro- 
duction. Now the very core of this 
principle is the fact that the last unit 
produced must be sold if the margin of 
profit is to be held on all the units 
sold. And who takes these last units, 
who are the marginal buyers, as it 
were? It is the foreign trade and we 
cannot ignore it in our delicately bal- 
anced system of mass production. What 
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a contrast—delicately balanced and 
mass production—and yet to fail to 
appreciate this apparent contradiction 
is to involve one in a great economic 
fallacy. 

All that can be done to restore, to 
foster and to nourish foreign trade 
should be done. A foreign bond mar- 
ket is one aid, the lowering of the 
tariff barriers is another. In order to 
bring about a market for foreign bonds 
the domestic bond market must broaden 
and strengthen. Yields will then be 
lowered to such an extent that sound 
foreign will become attractive. 
We, as a nation, are still young in in- 
ternational finance. By individual in- 
vestors, investment trusts, corporations 
and others, foreign bonds of the better 
type will be sought. There are some 
who still believe a bull market similar 


issues 


in proportions to that recently de- 
ceased will be generated immediately 
business shows signs of reviving. Per- 


haps, who knows, this group may be 
bond buyers eventually. This process 
of broadening the bond market and 
lowering yields takes time, again the 
temporal element, and the sooner the 
process is begun the better. 

There are those who have argued 
that an easy money policy of the type 
we are enjoying diminishes our supply 
of “free gold” and so makes us that 
much more vulnerable to the with- 
drawal of foreign funds in this coun- 
try. Foreign balances are kept in the 
United States for many reasons and one 
of the prime ones is the desire to place 
money where it can be drawn down 
when needed, to place funds in a coun- 


try where the government is stable, 
where revolution and potent radical 
elements are absent. Among other 
factors considered are the desire to 


avoid gold shipments in paying for 
goods, and, of course, the wish to earn 
a rate of interest. Of all the factors 
sought, stability is probably the greatest 
and America has shown itself singularly 
stable during the recent international 
struggles. Were the rate of interest 
the prime consideration there are other 


money centers today which give a 
better return than does New York. We 
must, however, at all times be ready to 
remit the entire foreign balances in 
this country if they are called. 
Revolution in the United States or 
a marked tightening of money abroad 
would cause these foreign balances to 
be drawn down. The former is un- 
likely (barring Senatorial declaration 
of such a state) and the latter would 
require a cause not now evident. A 
European war might bring about a 
withdrawal of funds home, but in this 
connection one must remember that 
munitions purchased here would have 
to be paid for. The co-operation of 
the central banks of Europe with our 
Federal Reserve has been referred to 
and should be repeated. Moreover to 
these reasons militating against the 
possibility of withdrawal one might 
add that there are some evidences of a 


lift in the diplomatic clouds which 
have been flying over Continental 
Europe. 

As regards our supply of “free 


gold,” it should be stated that we are 
not poor in gold even though at the 
present time our supply of truly free 
gold is not as large as it might super- 
ficially seem to be. It is a product of 
many variables but when business re- 
vives and our member banks begin re- 
discounting, our supply of “free gold” 
will probably increase. In any event, 
in view of what has been set forth it 
does not seem that a wholesale with- 
drawal of foreign funds is likely. 

The writer in no sense believes that 
what has been said herein is all in- 
clusive. It is difficult if not impossibie 
to settle so broad a question in concise 
categorical statements. Opinions differ 
and the weight attached to the com- 
ponent elements naturally varies with 
the individual. However, allowing for 


the complications and contingencies 
which an easy money policy has 


brought with it, there does seem con- 
siderable justification for the world- 
wide ease in credit under existing in- 
ternational conditions. 








The Funded Insurance Trust 


Details of an $85,000 Trust Created by a Combination of Life 


Insurance and a Trust Fund 


By L. A. TIMMERMAN 


FTER all is said and done in the 
matter of co-ordinating the ser- 
vices of insurance and trust com- 
panies, the fact remains that insurance 
men are primarily interested in increas- 
ing their insurance sales and trust men 
in securing additional trust business. It 
is not intended, however, to disregard 
the interests of the client but, on the 
contrary, the entire structure of “‘co- 
operation” is founded upon the better 
fulfilment of the client’s needs. It is 
conceded that life insurance is the only 
sound means of creating an _ estate 
immediately. However, proper arrange- 
ments for administering an estate are 
second only to its creation. Numerous 
familiar reasons call for the employ- 
ment of a corporate fiduciary as a 
means of providing the judgment, in- 
fluence and ability of the deceased. It 
is logical to presume, therefore, that if 
an intelligent man will follow two paths 
to arrive at the establishment of an 
ideal estate, a co-ordination of the 
services of the two institutions involved, 
making possible a simple, single pro- 
cedure in the accomplishment of the 
desired end, would be a great boon to 
the business of each. 


THE FUNDED TRUST 


One of the most practical means of 
formulating a closely allied unit of the 
services of these two institutions is 
through the funded life insurance trust. 
Such a trust fund is established by the 
deposit of cash or securities with a bank 
or trust company, as trustee, under a 
deed of trust, and the use of the in- 
come from such funds to pay premiums 
on insurance policies, which are payable 
to the trustee. Upon the death of the 
insured the original fund, together with 
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the insurance proceeds, are held in trust 
by the trustee and administered in ac- 
cordance with the terms and conditions 
of the trust agreement. 

The material desire of every man is 
to accumulate an _ estate sufficiently 
large to fulfill his moral obligation to- 
ward the financial security of his de- 
pendents. Yet, we know from reliable 
statistics that there are very few who 
accomplish their intentions. To the 
man of moderate means the funded in- 
surance trust offers the soundest method 
of creating an estate immediately and 
with utmost economy. 


A CONCRETE ILLUSTRATION 


Let us take as a concrete example the 
recent case of a mid-western trust com- 
pany. Their client, to whom we shall 
refer as Mr. Price, is a young man 
thirty years old with a wife and two 
children. His business connections are 
with the firm in which his deceased 
father was a member and his income is 
sufficient to permit a monthly saving of 
approximately $70. In addition he had 
inherited a block of bonds valued at 
$20,000. Continuance of the present 
savings program of $70 a month over 
a period of ten years would accumulate 
a capital of $8400 (the interest was 
considered necessary for use to meet 
current expenses and permit enjoyment 
of a few luxuries) which at 5 per cent. 
would provide an annual income of 
$420, or about $8 a week. If the 
savings plan were continued for twenty 
years the weekly income available for 
the family support would be only about 
$16. The income from the $20,000 
in securities represented about an addi- 
tional $1200 annually. The fact that 
these figures did not at all equal the 
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problems which his family would have 
to face was a serious source of worry 
to Mr. Price. The particular trust 
company in the case secured Mr. Price’s 
interest through a direct mail adver- 
tisement. After two calls by the trust 
company’s solicitor Mr. Price was in- 
duced to discuss his problem with the 
trust officer. 


In analyzing the needs, this trust 
ofhcial determined that provision for 
an annual income of $4000 must be 


established to meet the probable ex- 
penses of the wife and two children. 
When this has been mutually agreed 
upon, it followed that a fund of 
$80,000, assuming 5 per cent. net re- 
turn, would be required to guarantee 
the needed $4000 income. An _ addi- 
tional $5000 would be required to meet 
the usual after-death cash obligations. 
In speaking in terms of income the 
principal sum itself took on such huge 
proportions that the prospect despaired 
of creating such a sum for a great 
number of years without the aid of 
some good fortune. However, the trust 
official then went on to explain how 
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85,000 2,958.80 22,958.80 
85,000 3,651.70 23,651.70 
85,000 4,381.65 24,381.65 
85.000 5,149.30 25,149.30 
85,000 6,224.65 26,224.65 
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85,000 7,687.55 27,687.55 
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85,000 9,588.15 29,588.15 
85,000 10,604.75 30,604.75 
85,000 11,665 45 31,665.55 
85,000 12,646.40 32,646.40 
85,000 13,651.30 33,651.30 
85,000 14,682.20 34,682.20 
85,000 19,735.89 3§,735.85 


such an estate could be created immedi- 
ately. 

By using the $20,000 in securities as 
the investment base of a funded in- 
surance trust, the net return thereon 
would equal a minimum of $1000—a 
sum sufficient to purchase $55,000 of 
life insurance. By entering into a 
trust agreement with the trustee the 
securities could be deposited with the 
trustee who, in turn, would apply the 
income toward the payment of the in- 
surance premium. In addition, to make 
up the balance of the desired $85,000 
estate, an additional $10,000 insurance 
policy could be issued, and the pre- 
miums thereon, amounting to $172, 
could be paid by the trustee through an 
additional equal payment deposited 
annually with the trustee by Mr. Price. 
The plan, as presented, is shown in the 
accompanying chart. 

On Tuesday this young man was 
worth $20,000 while the following day 
he had established an estate of $85,000. 
The whole arrangement seemed like a 
miracle to him, and yet it was just a 
practical application of the funded in- 
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surance trust. In event of Mr. Price’s 
death the insurance proceeds are to be 
collected by the trustee and such pro- 
ceeds, together with the original securi- 
ties, will constitute the trust estate 
under the terms of the trust agreement. 
The income from this trust estate, after 
his death, will be paid to the widow 
and children, together with such por- 
tions of the principal as seem necessary 
for their welfare. Briefly Mr. Price 
has accomplished: 

1. Financial protection for his benefi- 
ciaries of a sum four times as great as 
his original estate. 

2. This financial protection immedi- 
ately rather than a gradual accumula- 
tion over a long period of years with 
the attendant possibility of death inter- 
vening to upset the plan. 

3. A potential net income of $4000 
annually rather than $1200. 

4. Relief from investment and in- 
surance details plus a sound and safe 


method of conserving and investing the , 


proceeds of his estate. 

5. A method whereby the securities 
so placed in trust do not pass through 
the estate with the attendant possible 
shrinkage in value but remain in the 
trust after death. 

6. A guard against the vicissitudes 
of the future and the possibility of loss 
through financial reverses, guaranteeing 
his dependents an adequate income. 

7. Shrewd management, dependability 
and protection of the corporate fidu- 
ciary which the beneficiaries lack. It 
is the most satisfactory arrangement for 
assuring that the wishes of the creator 
of the trust are adequately carried out. 

8. The means of employing in the 
most useful manner the income from 
the original fund, creating a certain in- 
crease in cash value from year to year 
and permitting the insured to retire if 
he survives and wishes to use the in- 
come. 


ADVANTAGES TO LIFE UNDERWRITERS 


The funded insurance trust presents 
to the insurance salesman a novel and 


new approach. It is an approach built 
entirely around the prospect’s personal 
problems and is the means of rendering 
a service rather than of selling insur- 
ance in the usual manner, eliminating 
to a remarkable extent the inherent 
sales resistance by a perfect presenta- 
tion of the “you” policy so important 
in salesmanship. Then, too, the valu- 
able assistance afforded by the trust 
officer has the effect upon a prospect 
of accepting the advice of a disinter- 
ested third party whom he respects. 
The amount of insurance involved is 
generally sizeable since the insurance 
policy is a complete program builder 
involving, as it does, funds for immedi- 
ate after-death expenses, income, educa- 
tion and the like. 


ADVANTAGES TO TRUST COMPANY 


It seems unnecessary to stress the 
point that trust officers should whole- 
heartedly present such a plan as out- 
lined to clients. It has been proved 
that the plan, if presented properly, is 
one which not only creates an immedi- 
ate interest and desire on the part of 
the prospect but makes him an ardent 
booster of the particular trust company 
which has shown him how to accom- 
plish immediately that which everyone 
wishes to accomplish and which in- 
variably requires years of self-denial 
and .worry—the building of an estate. 
Likewise the long savings period is ever 
fraught with the possibility of an error 
in judgment resulting only too often 
in the destruction of those funds which 
mean financial independence. 

Furthermore, it is a step in securing 
co-operation with life underwriters and 
opening the door to the huge annual 
payments by life insurance companies 
to beneficiaries, 90 per cent. of which 
are lump sum payments. 

In addition, the funded insurance 
trust gives to the trustee for administra- 
tion not only the original securities held 
by the client, but a fund three or four 
times as large. 
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Banks and Investment Houses 


A Statement Made before a Committee of the United States 
Senate 


By ALLAN M. Pope 


Executive Vice-President, First National Old Colony Corporation, Boston 


UNDERSTAND it is the desire 

of your committee to question me 

on the general subject of the rela- 
tion of banks to investment houses, and 
the relations between the Investment 
Bankers Association of America and 
investment bankers. 

In referring to this general subject, 
I wish to make it clear that, although 
I am a member of the board of gov- 
ernors of the Investment Bankers As- 
sociation and am an officer of the First 
National Old Colony 
Corporation, I under- 
stand that my pres- 


HIS is a statement submit- 


by them to the underwriting house. 
Most investment bankers have more 
than one commercial bank with whom 
they consult, and most large issues have 
several investment houses in the under- 
writing syndicate. The commercial bank- 
ing support is therefore usually wide 
spread. Only by this co-operation are 
underwritings of new issues of securities, 
both domestic and foreign, possible, 
without which American industry and 
trade would suffer and cease to expand. 

In the ‘last ten 
years, many of the 
major banking insti- 


ence before your ted to Senator Carter Glass, tutions of the coun- 
committee is in the chairman of the Sub-Committee try have developed 
capacity of a private on Banking and Currency of investment banking 
individual. I wish the United States Senate. The affliates. This has 
particularly to have viewpoint which Mr. Pope ex- had a tendency to 


it understood that I 
am not in any 
speaking for the In- 
vestment Bankers As- 
sociation of America. 

The increased size of 
security underwritings since the war 
has emphasized the need of co-opera- 
tion between underwriters of securities 
and commercial banks. Such co-opera- 
tion is today essential to the average 
underwriting investment house, which 
finds it impractical regularly to employ 
capital of sufficient size to meet the 
only occasional demands of security 
underwritings of large amount. The 
co-operation by commercial banks in 
standing ready to loan funds to cover 
the commitments of investment houses 
is an additional assurance that such 
underwritings are sound, as the banks 
must pass judgment on the securities 
to be underwritten as to whether they 
will be acceptable as collateral for loans 


Sense 


individual 


presses will be of interest both 
to banks and investment bank- 
ing firms. 





Increase the commer- 


cial banker’s knowl- 
edge of the invest- 
ment market. Most 


of these afhliates that 
are underwriters have large sales or- 
ganizations, and through their nationally 
and internationally distributed offices 
are able to keep in intimate contact 
with the ultimate purchaser. They have 
thereby so increased their knowledge of 
marketing conditions that a failure to 
distribute with reasonable success a 
large issue of securities is rare. In some 
other countries where large issues are 
floated, a failure to distribute large per- 
centages of a new issue is not infre- 
quent. I do not believe that this coun- 
try could have developed industrially 
to the extent that it has since the war 
without the assistance of bank afhliates, 
because private capital probably could 
not have been found in sufficient vol- 
ume in so short a time as to develop 
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private investment houses to a point 
where they would have been in a posi- 
tion to handle this enormous increase in 
underwriting and distribution. 

This vast mechanism of underwriting 
and distributing of both domestic and 
foreign securities is primarily to the 
benefit of our industry and trade. For- 
eign loans place funds in the hands of 
prospective foreign purchasers of our 
goods. Public utility, railroad and in- 
dustrial securities are issued naturally 
to benefit those desiring funds for de- 
velopment or for other capital require- 
ments. Even the distribution of  se- 
curities for organizations such as invest- 
ment trusts indirectly benefits, as the 
funds acquired in turn support the mar- 
kets for which trade and industry must 
turn for new money. In England I 
understand investment trusts are directly 
interested in underwritings. 

It is obvious that at certain times, 
when the markets are particularly re- 
ceptive to new issues, the tendency will 
always be to supply the demand, and it 
is obvious that at such times the pres- 
sure for supply will lead to a certain 
amount of unwise financing. The pub- 
lic demand is usually responsible for 
such conditions. However, at the pres- 
ent time, although money is cheap and 
although several large issues have been 
successfully marketed, nevertheless, due 
to the scientific knowledge of the in- 
vestment bankers, the flow of new issues 
has been automatically regulated to 
such an extent that there is no flooding 
the market. 


EXAMINATION FOR AFFILIATES 


It is impossible, by regulations, to 
supply good judgment, but it would ap- 
pear possible to determine whether good 
judgment were being exercised by means 
of proper examination of bank affiliates 
to the same extent that examinations are 
required of the parent institutions. If 
this were done in the case of bank 
afhliates it would help to insure the 
proper conduct of a large proportion 
of the underwriting houses of the coun- 
try. My own experience leads me to 


the above conclusion. The First Na- 
tional Corporation was owned by the 
First National Bank of Boston and as 
such was subject to examination by the 
examiners of the Federal Reserve Board. 
The examinations were admirably con- 
ducted, and their thoroughness assured 
me that the Federal Reserve Board had 
through the examiners’ report an ac- 
curate knowledge of the business meth- 
ods and the condition of the First Na- 
tional Corporation. 

Approximately at the time of the 
merger of the First National Corpora- 
tion with the Old Colony Corporation, 
because the stock of the merged cor- 
porations was no longer owned by the 
First National Bank of Boston but 
beneficially owned by the stockholders 
of the bank, the examinations by the 
Federal Reserve Board ceased. We 
have attempted to have this periodic 
examination continued because of its 
thoroughness, but without success. 

I would recommend that the affiliates 
of national banks be examined coinci- 
dentally with the examination of the 
parent institutions by the office of the 
Comptroller of the Currency, and that 
the afhliates of banks examined by the 
Federal Reserve Board examiners be also 
examined. It would also seem advisable 
that state bank examiners examine the 
affiliates of state banks. 

It is probably needless to remark that 
the regulations do not permit of loans 
to bank affiliates by the parent institu- 
tion to any greater extent than would 
be loaned to any other similar organiza- 
tion. 


INVESTMENT BANKERS ASSOCIATION 


The Investment Bankers Association 
of America is an organization formed 
by investment bankers, and today has a 
membership of approximately 600 main 
offices and 1200 registered branches. 
Practically all representative investment 
bankers of the United States are mem- 
bers. This organization is governed by 
the usual officers and by a board of 
governors selected from the principal 
financial centers of this country and 
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one from Canada. While this or- 
ganization obviously has no regulatory 
powers, the effect of the work of its 
various committees and of the open dis- 
cussions at its conventions is far reach- 
ing in maintaining a high standard of 
practice among investment banking 
houses throughout the country. 

As long ago as 1927 a study of the 
money market was begun within this 
association, which more recently has 
culminated in the formation of a com- 
mittee on money and credit, of which 
I am a member. I bring this to your 
attention to point out that the invest- 
ment bankers, sometime before 1929, 
were carefully studying conditions with 
a view to safeguarding the issuance of 
new securities, and this committee has 
recently proposed that frequent con- 
fidential reports be made to some cen- 
tral authority, possibly the Federal Re- 
serve banks, by investment bankers of 
their holdings of various classes of se- 
curities, thereby still further clarifying 
the investment situation. This proposal 
is receiving consideration at the present 
time. 

INVESTMENTS IN BONDS 

In connection with the investment by 
banks in bonds, it is obvious that many 
institutions whose officers are far re- 
moved from money centers or are un- 
familiar with the investment markets 
will make mistakes, and many have 
been made. The improvement, however, 
in the holdings of banks in the last few 
years has been noticeable. This is due, 
at least in part, to the thought given to 
the subject by investment banking 
houses. I know of no better way to 
illustrate this fact than by describing 
the method adopted by the First Na- 
tional Old Colony Corporation, which 
provides, through an Investment Super- 
vision Department, information to hun- 
dreds of banks relative not only to 
their present holdings but also relative 
to market conditions in general, and in 
particular provides information regard- 
ing the practices as followed by leading 
successful institutions in diversification 


of securities, not only by class but also 
by maturities. In this service, selected 
foreign bonds are included in their 
proper proportion. 

In connection with the purchase of 
foreign bonds by banks, it might be in- 
teresting to note that in England a 
compilation was made in 1911 of the 
proportion of foreign securities floated 
from 1882 to that date in the English 
market, which was then the largest 
market for this class of securities in the 
world. Of the securities floated in the 
English market only four-tenths of 1 per 
cent. of foreign loans were in default, 
while the defaults in domestic railroad 
and industrial developments averaged 
1.84 per cent. and 2.07 per cent., re- 
spectively. Of the approximately $10,- 
000,000,000 of bonds, debentures and 
other interest-bearing securities of for- 
eign governments, municipalities and 
corporations issued in this country since 
the war, I am advised that at present 
approximately $30,000,000 are in de- 
fault, or three-tenths of 1 per cent. 
I have no available data comparing this 


with other securities issued in this 
country, but this record speaks for 
itself. 


FOREIGN LOANS 


In connection with foreign loans, I 
would say that it seems one of the para- 
mount duties of the underwriters of 
this country, for the sake of stimulation 
of trade and industry in America, to 
supply through the medium of new 
bond issues the legitimate needs of those 
foreign countries entitled to credit. 

I understand that I am expected to 
touch upon the subject of so-called 
“Lombard” loans, or loans by a central 
bank against securities other than gov- 
ernment bonds, acceptances and com- 
mercial paper as collateral. I am under 
the impression that this matter might 
well be carefully considered, particu- 
larly as a means by which, in this 
country, a Federal Reserve bank might, 
under conditions of stress, make a loan 
to a bank unable to provide rediscount- 
able paper and then at a rate several 
per cent. above the rediscount rate. 





It would seem that in normal times 
there would be no necessity for such 
loans as, for example, are made under 
certain conditions by the Bank of Eng- 
land. I believe an examination would 
show that in recent months some bank 
failures would have been legitimately 
averted had it been possible to have re- 
course to this method. In case Lom- 
bard loans should be authorized, a pro- 
vision requiring the Federal Reserve 
Board to pass on the merits of each 
case might provide a proper safeguard. 


BANKERS ACCEPTANCES 


With regard to the bankers’ accep- 
tance market, my knowledge comes 
from the operations of the First Na- 
tional Old Colony Corporation, which 
is one of the principal dealers in this 
country. Although in part due to the 
ease in money, there has been, however, 
a constant improvement in the dis- 
tribution of bankers’ acceptances, al- 


though the bulk of the buying is still 
confined to the principal financial cen- 
ters, largely those on the East Coast. 
This corporation does not make ac- 
ceptances and therefore is not in con- 
tact directly with the drawers of bills, 
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but does, as a matter of business pre- 
caution, carefully scrutinize the bills as 
they are purchased. It has not come to 
our observation that there is any in- 
fringement of the Federal Reserve regu- 
lations. The present status of the bill 
market is a healthy one. The Amer- 
ican Acceptance Council has been of 
great service in disseminating useful in- 
formation to the dealers and to the in- 
vesting public in bankers’ acceptances. 

As to the general use of Federal Re- 
serve credit for undertakings such as I 
have described above, being an invest- 
ment banker, my information is derived 
from observation and not from direct 
knowledge. I believe, however, that 
rediscounts can in general be ascribed 
to unforeseen reductions in deposits and 
not to meet requirements such as loans 
to industry or to investment bankers or 
others. In general, therefore, the bank 
rediscounting and the Federal Reserve 
bank not only have no control over the 
purpose for which the original credit is 
used but further they have no control 
over the purpose for which ten times 
this amount is used, as it is roughly 
calculated that a dollar of reserve credit 
makes available approximately ten times 
that amount of bank credit. 








Wealth Is for the Living — 
Not the Dead 


By Leyton E. CARTER 


Director 


T was the conviction expressed in 
the title of this article that led F. 
H. Goff, late president of the 
Cleveland Trust Company, to conceive 
the Cleveland Foundation, the first 
community trust. Established in 1914, 
it has led the way to the setting up of 


similar foundations in more than 
seventy cities. 

Seventeen years after the establish- 
ment of the Cleveland Foundation 


under the trusteeship of the Cleveland 
Trust Company, a multiple trusteeship 
has been set up. Under the new basis 
the Cleveland Trust Company re- 
linquishes its exclusive trusteeship by 
the addition of the Central United 
Bank, Guardian Trust Company, Mid- 
land Bank and the Union Trust Com- 
pany as new trustees. It establishes 
the Foundation upon a new and broader 
plan and increases greatly its future 
usefulness. It is an event of first magni- 
tude in the progress of the Foundation 
and in the progress of the community. 

As a result of long and discerning 
observation of endowments and bequests 
of property for charitable and philan- 
thropic purposes, Mr. Goff came to 
several conclusions: 

First, that the generosity and philan- 
thropic impulses of many individuals 
are thwarted and made ineffective by 
the obsolescence of the particular chari- 
table uses and purposes to which wealth 
is put by these donors in their wills or 
trust agreements. He saw many _ in- 
stances where the rapid changes of the 
years rendered gifts and bequests for 
specific charitable purposes obsolete, im- 
practical, or, what is worse, positively 
harmful to the best interests of society. 

He saw likewise the waste and in- 
effectiveness which often attaches to 
isolated gifts, many of them small in 


Cleveland 


Foundation 


amount, made for charitable or philan- 
thropic purposes. An isolated gift is 
subject to various handicaps, the potency 
of which time usually enhances. 

He saw great need, too, for the safe- 
guarding of principal sums dedicated to 
charitable purposes in order that income 
would not be impaired by incompetent 
management in investing and safeguard- 
ing such principal. 

Most deeply, perhaps, he saw the 
need for providing flexibility in the use 
of wealth dedicated to the future for 
charitable, educational or civic purposes. 
Grasping the essence of the civilization 
in which he lived, he saw that its 
dominant characteristic was that of rapid 
and kaleidoscopic change and that any 
restrictions placed upon the use of 
wealth were apt to operate adversely as 
the years go on. He courageously ad- 
vanced the idea that the use of wealth 
should be determined by the living for 
the living instead of being controlled in 
perpetuity by the dead hand of the 
donor. 

RESULT OF PERSONAL OBSERVATION 

These convictions were in very large 
measure the product of personal ob- 
servations of actual cases but he like- 
wise made certain that the lessons of 
his own observations were supported by 
the evidence to be found in other com- 
munities and other countries. 

There was nothing academic about 
Mr. Goff’s conclusions then nor is there 
now. Ample examples can be cited to 
convince anyone of reason that the evils 
which he saw were widespread and still 
exist in startling degree. A few ex- 
amples may suffice to illustrate the 
point. A fund called the Loughborough 
Charity was founded in part to repair 
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causeways and bridges. In time the 
canals and drains were constructed, 
carrying off all the water, thus remov- 
ing the need for bridges or causeways 
and hence rendering obsolete the pur- 
poses of the fund. 

In 1884 there was filed in Bridgeport, 
Conn., a will leaving a fund for 
“worthy, deserving, poor, white, Amer- 
ican, Protestant, Democratic, widows 
and orphans.” The difficulties of ad- 
ministration for a fund with such amaz- 
ing restrictions are patent. 

In 1909 one Charles Ellis of Phila- 
delphia left a fund to endow a college 
for housing white, fatherless girls within 
a specified geographical area and within 
certain age limits. Seventeen years 
after Mr. Ellis died it was found that 
the principal had mounted to $4,000,- 
000 and that $2,000,000 of accumulated 
income had piled up and that the num- 
ber of children benefiting from this huge 
sum was sixty, and that only twenty- 
three had been graduated from the col- 
lege in all its history. Beneficiaries of 
the required specifications were not 
available to utilize effectively even a 
consequential portion of the income. 
Though four attempts were made to 
remedy this situation the courts con- 
sistently ruled that no change or broad- 
ening of the purposes expressed in the 
will would be allowed. 

Fred C. Kelly, writing recently in 
Collier's, says: “There are still funds to 
redeem captives from the Barbary 
pirates; to provide snuff for old ladies 
in districts that were once residential, 
but now occupied by business blocks; 
to assist fugitive slaves in the United 
States; to aid gold prospectors stranded 
in St. Louis en route to the Far West. 
An old English parish received an en- 
dowment to care for its poor. Less 
than half a dozen persons now sleep in 
that parish and none of them are poor. 
A foundation was established in Eng- 
land to perpetuate the sacred writings 
of Joanna Southcott, who planned to 
give birth to a Messiah, but who failed 
to live up to the advance notices and 


died childless.” 


The growth in the number of be- 
quests which have become obsolete, 
meaningless and harmful has harassed 
England for many years. While the 
United States is a much younger coun- 
try there is a vast amount of wealth 
tied up because of restrictions, limita- 
tions and directions which donors have 
made but which the years have made 
obsolete, meaningless or harmful. Al- 
most every day someone dedicates 
wealth to some charitable, educational 
or other humanitarian use under restric- 
tions that time will soon make utterly 
untenable. Yet, because of established 
judicial doctrine, little or no change can 
be made in the charitable uses set up 
in bequests after the donor is dead. 
Such is the settled state of the law. 

Striking squarely at the crux of the 
matter, the Cleveland Foundation as the 
first community trust provided machin- 
ery insuring the flexible use of wealth 
dedicated to charitable and educational 
purposes. Under the Foundation it 
was made possible for any individual to 
dedicate wealth by gift or bequest for 
charitable and educational purposes in 
a broad and unrestricted manner, with 
the assurance therefore that wealth so 
dedicated can be kept continuously em- 
ployed in constructive and socially use- 
ful ways. 


THE FOUNDATION PLAN 


The foundation plan also provides 
that a donor may, if he wishes, desig- 
nate the specific object or use of a 
charitable or educational nature for 
which his gift is made and he is as- 
sured that his particular wishes will be 
honored as long as the welfare of the 
community will be served by so doing. 
But he may also be assured—and this is 
of equal importance—that if the day 
comes when the further carrying out of 
his precise wishes is clearly unwise or 
impossible, other uses of a charitable or 
educational character will then be se- 
lected which are pertinent and ap- 
propriate for that day and generation. 

The flexible use of wealth under the 
community trust plan is assured and 











THE BANKERS MAGAZINE 


465 





safeguarded by the fact that the dis- 
tribution of income is at all times in 
the hands of living people, members of 
the distribution committee. These are 
required to be citizens of the community 
who have knowledge of its charitable, 
educational and civic needs. It is a 
committee of living citizens who will at 
all times act as the agents of those who 
have dedicated wealth to the benefit of 
their community under the foundation 
plan. 

The foundation plan also has the 
prime advantage that gifts large and 
small can be dedicated to the broad 
charitable and educational purposes of 
the Foundation and the income from 
such funds so dedicated can be pooled 
and devoted to definite purposes to the 
degree and for the time necessary to 
achieve worthwhile and unmistakable 
benefits. As before said, isolated gifts 
often fail to accomplish effective results 
whereas through the union of gifts for 
common purposes fine results can be 
attained. 

As Mr. Goff said, “the Foundation 
provided for the union of many gifts or 
parts of estates distributed by the 
people of Cleveland” to be held in 
trust, managed and administered for the 
use and benefit of this community. He 
saw the Foundation as a_ pertinent 
agency for the conservation of accumu- 
lations of wealth dedicated to charitable 
and educational purposes for the pro- 
gressive enrichment of community life. 

At the time that the multiple trustee- 
ship of the Foundation was established 
the Foundation had ceased to be an 
experiment and, as Newton Baker said, 
“it is not necessary that the original 
idea has to be kept under the 
glass case of the inventor to protect it 
from ill and unaccustomed winds.” 

The Foundation now has an income 
of approximately $100,000 a year and 
an active endowment of about $3,000,- 
000 representing the gifts of fifteen 
donors. In addition, a gratifying num- 
ber of individuals have made bequests 
for the and purposes of the 
Foundation which will become effective 
at some future time. Thus the Founda- 


uses 


tion is established upon a multiple basis 
as a going concern with growing in- 
come and growing activities. 


AIDING INTERESTING PROJECTS 


At the present time the Foundation 
is giving financial aid to various inter- 
esting and noteworthy projects: the 
building up of a fine Graduate School 
at Western Reserve University; giving 
scholarship aid to more than two-score 
young men and women through three 
scholarship funds aggregating $15,000 
income annually; the support of a 
unique camp for the care of diabetic 
children; carrying on of a research study 
into the behavior problems of boys, un- 
der the auspices of the School of Ap- 
plied Social Sciences of Western Re- 
serve University; substantial assistance 
to a hospital for crippled children; the 
amelioration of certain child welfare 
needs; the periodic publication of a 
year book and directory of civic and 
social agencies; as well as the making 
of recurring appropriations to several 
well-conducted, charitable 


private or- 
ganizations designated by donors. 
The establishment of the multiple 


trusteeship opens up a new epoch for 
the Cleveland Foundation. The addi- 
tion of these other great financial in- 
stitutions will assure that the resources 


of the Foundation will be increased 
much more rapidly. Every large trust 
company has among its clients those 


who are interested in devoting all or a 
portion of their resources to charitable 
and philanthropic purposes and who re- 
gard themselves as stewards rather than 
the owners of wealth. Since the prac- 
tical and simple machinery of the 
Foundation is now made available to 
all of these major institutions it is only 


natural that it will be more widely 
utilized. 
As is right and proper the new 


trustees will share equally in representa- 
tion upon the distribution committee. 
This committee will presently be com- 
posed as follows: 

One member appointed for one year 
by the trustees’ committee; 
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One member appointed for two years 
by the presiding judge of the Federal 
Court for the Northern District of 
Ohio; 

One member appointed for three 
years by the judge of the Probate Court 
of Cuyahoga County; 

One member appointed for four years 
by the city manager; 

One member appointed for five years 
by the trustees’ committee. 

The jurisdiction and scope of th 
Foundation under the new set-up i 
widened. The resolution creating the 
new multiple trusteeship says that with- 
out limiting its charitable and educa- 
tional purposes the Foundation can 
spend income: 

For assisting public, charitable or 
educational institutions within the State 
of Ohio, whether supported wholly or 
in part by private endowment or dona- 
tions or by public taxation. 

For promoting scientific research for 
the advancement of human knowledge 
and the alleviation of human suffering. 

For providing scholarships or other- 
wise assisting worthy young men or 
women of slender means in obtaining an 
education. 

For the care of the sick, aged and 
helpless. 

For the care of needy men, women 
and children. 

For the improvement of living and 
working conditions. 

For providing facilities for public 
recreation. 

For the promotion of social and -do- 
mestic hygiene. 

For the promotion of sanitation and 
measures for the prevention of disease. 

For research into the causes of 
ignorance, poverty, crime and vice, pre- 
venting the operation of such causes 
and remedying or ameliorating the con- 
ditions resulting therefrom. 

By providing an adequate and flexible 
trust machinery and by assuring its 
permanent administration the Founda- 
tion is now more effectively organized 
to perform its work not only in this 
generation but in future generations, 


Q 


n 


the needs and desires of which cannot 
now be foreseen. 


A. B. A. COMPILATION 


The community trust committee of 
the trust company division of the Amer- 
ican Bankers Association has recently 
made a compilation of the community 
trusts existing at the end of 1929. 
This tabulation shows that the number 
has risen to approximately seventy-five, 
that the aggregate resources of these 
community trusts have doubled during 
the two previous years and that they 
now administer income from funds in 
excess of $32,000,000. 

Approximately four out of five of 
these community trusts are unincor- 
porated associations, though their trus- 
tees, of course, are incorporated banks 
and trust companies. These institu- 
tions hold and invest the funds for these 
foundations. It is deemed advisable to 
have title to these funds vested in in- 
stitutions which are not only incor- 
porated but which must operate under 
the supervision of state or national 
banking authorities. 

The majority of the community trusts 
are so organized as to permit their ap- 
plication of trust funds in specified 
regions, such as a particular state, 
county or “city and vicinity.” How- 
ever, more than 25 per cent. of these 
trusts are “unrestricted” in respect to 
the area within which their funds may 
be applied. This committee recom- 
mends the broadest possible area as the 
one in which a community foundation 
should have power to make disburse- 
ments. 

There is an increasingly discernible 
tendency among community trusts to- 
ward the “multiple-trustee” type; that 
is, one in which a number of trust com- 
panies qualify as custodians of the 
funds constituting a community trust. 
Of the new foundations set up during 
1929, 80 per cent. were of this kind. 
Slightly less than 50 per cent. of all 
existing trusts now have the arrange- 
ment. It is therefore seen that the es- 
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tablishment of the multiple trustee basis 
for the Cleveland Foundation is in ac- 
cord with the major trend throughout 
the country. 
GROWTH OF TRUSTS 

The growth and development of these 
community trusts will hinge in large 
measure upon the interest and apprecia- 
tion of their potentialities on the part 
of trust companies that are participat- 
ing as trustees. The officers of these 
institutions, particularly the trust officers, 
stand in a peculiarly strategic position. 
In the course of their work they come 
in contact with thousands of persons in 
their problems of utilizing their wealth. 
Many individuals having wealth beyond 
the needs of themselves or their families 
take very seriously the responsibility 
which goes with the possession of wealth. 
It is natural that they will turn to their 
bankers for advice and help and it is the 
bankers and trust officers who can most 
fully make the community trust a grow- 
ing and increasingly useful instrument 
both to the donor and to his community. 

Likewise the community trust, as a 
permanent agency for the utilization of 
surplus wealth for the benefit of a com- 
munity, affords a practical and perfectly 


467 
valid avenue for securing increased 
business on the part of the participating 
trustees. Warren Hayden, prominent 


Cleveland financier, at a dinner given 
by the Cleveland Trust Company an- 
nouncing the establishment of the mul- 
tiple trustee plan, said, “What we really 
have to do is to see how much money 
they (the banks) can make out of it, 
which may not be a very handsome way 
to put it, but that is the plain truth 
about it, because it just means that as 
they (the banks) get trusts of this type 
they but add to the business of their 
trust departments already organized, and 


the business of which they gladly in- 
crease. 

“I. make this observation quite 
shamelessly, because I know and you 
know that a bank is organized 


So I think we need 
we are putting on our 
priestly robes and declaring a sort of 
holiday when we talk about the rela- 
tion of banks to the Cleveland Founda- 
tion. We rather ought to be very 
thankful that they have a money-making 
opportunity, that they will 
pay attention to the business and make 
it as great as possible and that in the 
end it will serve its philanthropic pur- 
poses in the most effectual way. 


for profit. 
not feel that 








Dedicated to Public Service 
since 1784 


“The Establishment of a Bank 
within this State will probably be 
of great public Utility and it will 
be particularly beneficial to the 
trading part of the Community...” 


(From the petition to the Legislature in 
1784 for an act to establish a Bank) 


Ww" the passage and en- 
actment of this petition 
The Massachusetts Bank be- 


gan business. It had a deter- 








mination to be of great public 
utility. Today, The First Na- 
tional Bank of Boston is a pub- 
lic service institution as surely 
as its direct forebear, The 
Massachusetts Bank, one hun- 


dred and forty-seven years ago. 


“RIRST 


NATIONAL BANK of 
BOSTON 


1784 * 1931 


New England’s Largest and Oldest Financial Institution 
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Keeping Up with Counterfeiters 


How the Secret Service Preserves the Integrity of the Financial 
Obligations of the United States 


By JULIAN T. BABER 


AUL Garbeck, grizzled pioneer 
merchant with failing eyesight, 
operated a general store in Coal- 
burg, small mining town in West Vir- 
ginia. His customers for the most part 
were laborers residing in the Hungarian 
colony, whose paychecks every week 
reimbursed them for shelling black 
diamonds from the surrounding hills. 
Business was brisk 








tion. She eyed him curiously because 
he was unknown to her. Then she 
tripped back to the cash drawer, in 
which she counted out the change, and 
returned to hand the man $17.50. 

Max Hartman’s butcher shop was also 
included in the stranger’s shopping tour. 
Max happened to be at dinner when the 
man called to purchase two pounds of 

steak and a pound of 


on a Saturday night butter. There were 
in the early spring VERY banker should famil- two clerks on duty 
when a poorly dressed iarize himself with this and the stranger 


stranger, with a reed 
basket swinging over 
his left arm, sauntered 
into the store and 
made a few purchases 


new currency: 


portrait arrangement on the 


$1—Washington 
$2—Jefferson 


stalled about the store 
until he was ap- 
proached by the 
younger ' salesman, a 


lad of 15. “Can you 


in the grocery depart- $5—Lincoln change a_ twenty?” 
ment. There was no $10—Hamilton the stranger asked. “I 
display of nervousness $20—Jackson haven't a thing 
on his part when he $50—Grant © smaller.” There was 
extracted from his $100—Franklin abundant cash in the 
pocketbook a $20 $500—McKinley till and the unknown 
note and handed it to $1000—Cleveland customer walked out 
Garbeck. The latter $5000—Madison of the store with the 
gave the bill a passing $10,000—Chase steak and butter and 


glance as he recorded 

the sale in his cash 

register and returned to the customer 
the sum of $18.90. 

Still carrying ‘the basket, the stranger 
walked away and entered a shop main- 
tained by a widow. A little girl of 15 
was waiting on the trade and she 
presently ‘solicited the requirements of 
the prospective customer who was hum- 
ming a popular tune while examining an 
array of neckties. 

“Tl take this one,” he ‘said, as he 
handed a tie, with a $20 note, to the 
little salesgirl. The tie was an expen- 
sive one, retailing for $2.50, and for an 
instant the little miss behind the counter 
marveled at the extravagant taste of the 
rough-looking man who made the selec- 


$18.30 in cash. 

After making his 
purchase, the stranger continued down 
the darkened street until he had an op- 
portunity to abandon his purchases 
without fear of observation. He glanced 
at his watch and noted he had about 
thirty minutes before train time. He 
then strolled in the direction of the 
depot and awaited the arrival of the 
train to Wheeling. 

When the bank opened Monday 
morning, the several merchants in Coal- 
burg, in line with their usual custom, 
called to deposit their receipts represent- 
ing Saturday’s business. Garbeck, the 
elder grocer, stood before the teller’s 
window watching the assistant cashier 
check his deposit record. The bank of- 
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GOING ABROAD? 





THEN WHY SHOP AROUND FOR 
YOUR STEAMSHIP RESERVATIONS 


Your steamship ticket is your admission 
card to the boat that carries you to foreign 
shores. Its reservation is your first require- 
ment in preparing for your journey and the 
earlier you make it, the more your state- 
room will approximate your wishes. 


Many factors enter into the purchase of 
a steamship ticket—the line, ship, class, 
sailing date, speed, and, of course, the cost. 
Shopping around by the hazardous trial-and- 
error method is a waste of time and effort. 


At American Express offices experienced 
travel men are ready to plan for your com- 
fort and reserve for you any ticket for any 
ship, and line 





at standard prices. Reserv- 
ing your steamship space in this travelwise 
way you can rest assured that the first part 
of your voyage will equal your expectations. 


Then after your steamship ticket is an 
accomplished fact, your second thought is 


for your passport. The American Express 
travel man who sold you your ticket will 
supply you with a passport application blank 
and aid you in procuring this admission 
booklet to foreign shores. He will also ad- 
vise you how to apply for visas, if visas are 
required for the countries which you intend 
to visit. 

Purchasing your steamship ticket through 
the American Express Company, and, before 
leaving for your trip, insuring your travel 
funds by changing them into American 
Express Travelers Cheques, entitles you to 
the services of the Company’s world-wide 
travel organization while you are en route— 
to the use of the Company’s foreign offices 
as your mail and cable addresses, and to the 
aid of the Company’s interpreters and 
travel men. 


These services are maintained to make 
your trip carefree, easy and enjoyable. 


AMERICAN EXPRESS COMPANY 


WORLD 


SERVICE 


FOR TRAVELERS 





AMERICAN EXPRESS COMPANY 
65 Broadway, New York 
70 East Randolph St., Chicago 


Please send me information on a trip to 


leaving about 


102 


599 Market St. at Second, San Francisco 


603-608 Standard Bldg., Atlanta, Ga. 
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ficial deftly flipped the bills between his 
fingers while counting the stack of notes, 
and then suddenly halted this operation 
to scan a $20 note more closely. He 
held the note up to the light and then 
subjected it to the enlarging influence of 
a tiny magnifying glass. 

“Mr. Garbeck,” he finally announced, 
“this is a phony bill; somebody has put 
one over on you.” The aged merchant 
was mystified, stunned for the ‘moment. 
Even with his failing eyesight he dis- 
cerned the spurious quality of the note 
as he examined it closely through ‘the 
heavy lenses of his antique spectacles. 
He could ill afford to take the loss, but 
there was no other ‘way out and the 
banker booked his deposit after deduct- 
ing $20 from Garbeck’s deposit slip. 

While Garbeck stood before the 
teller’s cage meditating over his experi- 
ence, the widow came in with her sales 


realization that his victims would not 
have an opportunity to bank their money 
until Monday. In the meantime, he had 
left the scene and prepared to resume 
his activities many miles away. In each 
case the clerks in Coalburg had accepted 
the notes as genuine for no other reason 
than that the bills, handled hastily, 
looked to be in perfect order. Had Gar- 
beck, the grocer, and the other two vic- 
tims, given the notes more than cursory 
inspection they would have observed that 
the portrait of Jackson appeared smudgy 
and the many fine lines in the border 
lathework and parallel ruling were 
broken as a result of faulty etching and 
heavy printing. The serial numbering 
and seal were also printed clumsily in a 
shade of green lighter than the genuine 
reflects, and the back of the note was 
executed in an off-color tone, while the 
paper was of such cheap quality that this 








“Like sculptors and painters, engravers who apply their know]- 
edge to criminal purposes leave the imprint of their individuality in 
their work to such a degree that their counterfeits can be identified 
through minor details not apparent to the casual observer.” 


of Saturday evening. Her deposit 
amounted to only a few dollars and in 
a jiffy the teller detected the note with 
which the stranger had purchased the 
$2.50 necktie. When she realized that 
she, too, had been victimized with a 
counterfeit bill, she walked out of the 
bank with tears streaming down her 
wrinkled cheeks, muttering words of 
condemnation against the swindler. 
And finally the butcher called and the 
inevitable bogus twenty was separated 
from the roll of genuine bills which Max 
Hartman unfolded before the teller. 


THE OLD, OLD STORY 


It was again the old, old story of 
failure to examine money carefully. The 
counterfeiter had dropped three spurious 
notes and disappeared after carefully 
selecting his victims. His shrewd crimi- 
nal mind directed him to execute his 
maneuvers on Saturday night with a 


feature alone should have excited sus- 
picion immediately. 

But the Coalburg victims had not been 
observant. They saw on the notes the 
identifying numerals in each corner. 
That was sufficient and they paid for 
their lack of alertness by learning from 
experience that the counterfeiter depends 
upon the ignorance of his prey in plying 
his nefarious trade. 

However, notwithstanding his success 
in Coalburg, the ‘notepasser came to 
grief two weeks later, and the story of 
his misstep brings into the picture the 
activities of the United States Secret 
Service, an organization which wages 
war relentlessly against this type of 
criminal. 

Following the appearance of these 
counterfeit $20 notes in Coalburg, the 
bank ‘in the little mining town notified 
immediately the nearest Secret Service 
office and steps were then taken to issue 
warnings against the passer in nearby 
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cities and towns in that district. The 
passer, two weeks later, in a town less 
than 100 miles away, encountered a 
grocery clerk who had been warned to 
look for certain varieties of $20 notes 
offered by strangers. This clerk did not 
like the looks of the note which had been 
handed him and rushed to the front of 
the store, locked the door and called 
policeman. Five additional counterfeit 
notes were found on the stranger when 
he was searched. 


COUNTERFEITS BETTER IN OLD DAYS 


In the old days, twenty years ago, 
counterfeit notes were printed from 
hand-engraved plates of excellent work- 
manship and it was difficult then for ex- 
perienced handlers of currency to detect 
the spurious issues which appeared from 
time to time. With the simplification of 
the modern processes of printing and en- 
graving, it has become easier for the 
counterfeiter to practice his art and, 
correspondingly, the work of the Secret 
Service has become more extensive in 
its development. The average counter- 
feit note today cannot be compared with 
the production which two decades ago 
caused suspicion to lurk in the minds of 
the cautious cashier and teller. Speed 
in production seems to be the factor 
which influences the counterfeiter to 
prepare his handiwork for quick distri- 
bution and, since very few people ex- 
amine their money with any degree of 
care, it is not surprising that the quickly- 
made counterfeit escapes detection at the 
time it is passed. The counterfeiter 
makes every effort to reproduce his note 
sufficiently well to approximate accurate 
similitude, but in the present-day 
spurious bill fidelity to detail is generally 
lacking and the new issue will not stand 
the scrutiny of the wary handler of 


currency. 
The layman who knows his own 
genuine currency will not be deceived 


by counterfeit issues. Study of a genuine 
note of any denomination will reveal an 
illustration of excellence in the en- 
graver’s art. The handiwork involved in 
the currency produced by the Bureau of 
Engraving and Printing challenges the 
finest detail represented in the most 


costly steel engraving or etching ex- 
hibited in any art gallery. 

In the average counterfeit, it will be 
observed upon close examination that the 

engraved surface on both face and back 
is smudgy and the portrait is rarely ever 
clearly defined, while the delicate detail 
work, particularly the small lettering and 
signatures, is crudely formed due to in- 
ferior etching by mechanical means. 


THE NOTE-RAISER 
Another type of counterfeiter is 
known to the Secret Service as the 


note-raiser. The latter does not concern 
himself with the detail and expense of 
attempting to reproduce a genuine note 
in its entirety. He seems to have 
adopted a cheaper method of swindling 
the public by obtaining bills of small 
denomination, usually $1 Silver Certifi- 
cates, and altering them by various 
methods to represent $10 and $20. 
However, note-raisers have resorted to 
$5 and $10 notes and passed them as 
$20 and $50 after cleverly raising them 
to suit their own particular fancies. In 
passing altered notes, the note-raiser, like 
the counterfeit note passer, relies upon 
the ignorance of his prospective victims, 
who are guided usually in their accept- 
ance of altered notes by observation of 
the corner numerals. When the general 
public familiarizes itself with the portrait 
system now employed by -the Treasury 
Department, the success sof. the clever 
note-raiser will be redueethto the mini- 
mum. Prior to the issuatteg-of the 1928 
series by the Bureau ofmEngraving and 
Printing, it was admittedly a difficult 
matter for the average—person to com- 
prehend the extent of the portrait gallery 
used by the department in identifying 
various denominations. There were sev- 
eral types of $5, $10, $20, $50 and $100 
notes, each bearing a different portrait. 
However, with the appearance of the 
new small-sized currency, a new system 
was introduced, providing for a standard 
denominational portrait for each denom- 
ination. In the case of $5 notes, this 
means that the Lincoln portrait will ap- 
pear on all varieties of $5 notes, includ- 
ing Federal Reserve, United States and 
National Bank. Therefore, if you 
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should have brought to your attention a 
$5 note bearing Washington's portrait, 
you should know that it is a $1 Silver 
Certificate altered to represent $5, and 
if your $20 note bears a picture of 
Lincoln you should know something was 
wrong, for Lincoln’s portrait appears 
only on the $5 note. 

In a recent talk before a Rotary Club, 
an agent had occasion to refer to the 
portraits on the notes of the new series, 
and to test the knowledge of a well- 
known banker in the audience the 
speaker requested him to name the por- 
trait on the new $20 notes. The banker 
scratched his head and then acknowl- 
edged he did not know. This illustrates 
a point which the Secret Service has 
stressed in urging the public to learn 
the characteristic features of each de- 
nomination in paper money. 

The portrait arrangement under the 
new system follows: 


$1—Washington 
$2—Jefferson 
$5—Lincoln 
$10—Hamilton 
$20—Jackson 
$50—Grant 
$100—Franklin 
$500—McKinley 
$1000—Cleveland 
$5000—Madison 
$10,000—Chase 


Although it is not generally under- 
stood that the “goldbacks” of the former 
series have been abandoned, this does 
not mean that gold notes and gold cer- 
tificates are not being issued. To facili- 
tate the work of the banks in handling 
the new currency, the Treasury Depart- 
ment devised} color scheme intended to 
assist in identifying quickly the several 
varieties of notes. The backs of all notes 
of the new series are printed uniformly 
in green ink, and in the case of gold 
certificates the Treasury seal and serial 
numbering are imprinted in yellow; 
silver certificates, blue; United States 
notes, red, and National Bank notes, 
brown. 

A new type of distinctive paper has 
been adopted for the reduced size cur- 
rency with the use of small segments of 


silk fibre scattered throughout the entire 
sheet instead of localized in rows as 
formerly. 


FUNCTIONS OF THE SECRET SERVICE 


Since it is not generally known that 
the United States Secret Service is an 
entity which has no branches and is the 
only Federal investigative agency en- 
titled under the law to the name it 
bears, it is not a matter of surprise that 
many bankers and other professional 
men closely identified with the financial 
world are unaware of the functions of 
this organization. This confusion con- 
cerning the duties of the organization 
may be charged, in the main, to the daily 
press for its propensity to add color and 
romance to a story involving violation 
of the Federal laws and attendant in- 
vestigations. Time and again the big 
dailies herald the arrest of law offenders 
in prohibition, narcotic, alien smuggling 
and Mann Act cases and credit the coup 
d’ etat to the activities of the Secret 
Service. 

Operating as it does, the Secret Ser- 
vice, of which W. H. Moran is chief, is 
a division of the Treasury Department. 
The organization is composed of a group 
of highly specialized agents whose duties 
are defined by statute charging them 
with the responsibility of preserving the 
integrity of the financial obligations of 
the United States and also protecting the 
President of the United States and mem- 
bers of his immediate family. The latter 
duty involves the maintenance of a 
special squad of agents who shield the 
Chief Executive and his family from 
fanatics and curious-minded folk at the 
White House and wherever the Presi- 
dent appears in public. 

That the life of a Secret Service agent 
is not without its thrills is revealed by 
an illustration of the resourcefulness and 
fidelity to duty of an experienced opera- 
tive, a veteran residing in a large south- 
western city, who recently risked his life 
in an exploit constituting one of the 
most brilliant sagas in Secret Service 
annals. His wife’s intuitive sense of 
impending danger and his own acute 
detective instinct and personal bravery 
represent the factors preserving the 











romance generally believed to surround 
the activities of the Secret Service. 

Sitting in front of his home with his 
wife early in the evening, he saw two 
strange men drive past in an automobile 
and stop at a corner store near by. In 
the belief that the strangers contemplated 
a hold-up, since several stores had been 
robbed in recent weeks, the agent kept 
the pair under surveillance. In the 
argot of the Service, he followed a 
“hunch.” One of the men entered the 
store and tendered a note to the clerk. 
When the latter refused the bill, the 
agent decided it was time to act, espe- 
cially since he had also seen the other 
man participate in a similar scene in an- 
other store across the street. He walked 
from his home in the direction of the 
vacant automobile, and as he passed his 
gate his wife thrust a revolver into his 
hip pocket. The agent identified him- 
self to the man whom he had seen enter 
the corner store and asked to see the 
note which the clerk had declined. With 
an oath, the stranger pushed the agent 
aside and whipped out an automatic 
with which he opened fire at close range. 
But the agent was also quick on the 
trigger, one of his bullets mortally 
wounding his assailant on whose body 
$840 in counterfeit $20 Federal Reserve 
Notes of the new series was found. The 
counterfeiter’s partner escaped in the 
car after firing at the agent. He was 
captured two weeks later with thirty- 
nine counterfeit notes in his possession. 
The plates for the counterfeit notes and 
printing outfit were subsequently seized 
in Kansas City. At the time of the 
shooting episode, the two strangers had 
just begun an orgy of note-passing and 
the death of one suppressed in its in- 
cipiency the appearance of a new and 
dangerous counterfeit note. 


EXPERTS IN ENGRAVING AND PRINTING 


Secret Service agents, by virtue of their 
training and experience, are accepted as 
experts in appraising the art of engrav- 
ing and printing. For this reason it is 
often possible for veteran operatives to 
determine whether a new counterfeit 
issue is the handiwork of a newcomer 
in the field or an ex-counterfeiter who 


THE BANKERS MAGAZINE 


475 


has returned to his former pursuit after 
serving a prison term. Like sculptors 
and painters, engravers who apply their 
knowledge to criminal purposes leave the 
imprint of their individuality in their 
work to such a degree that their counter- 
feits can be identified through minor de- 
tails not apparent to the casual observer. 

During the last year the Secret Service 
suppressed several counterfeiting enter- 
prises which had made elaborate pre- 
parations to operate on a wholesale scale. 
In thwarting these conspiracies against 
the currency laws, the agents engaged 
on these cases captured in the manufac- 
turing plants counterfeit notes approxi- 
mating $200,000 and prevented the 
principals from placing a single note 
in circulation. In one instance, the 
counterfeiters had prepared to print the 
notes in major league style by etching 
on a single plate twenty-seven different 
notes, enabling the printer to produce 
as many counterfeits with a single im- 
pression. This plan, which involved the 
idea of speed and volume production, 
challenged the pretentious system em- 
ployed by the Bureau of Engraving and 
Printing in turning out twelve notes 
from a single plate. 


SHORT CUT TO PARADISE 


Some criminals, it has been disclosed, 
believe that the easy money obtaining 
by counterfeiting represents a “short cut 
to paradise.” This, at least, was the 
attitude of Arthur R. Miller, aged 42, 
when he decided to try his hand at pro- 
ducing counterfeit $10, $20, $50 and 
$100 notes. Méiller enlisted the aid of 
another man in his scheme to follow the 
easy road to fortune. Assembling his 
outfit in a cottage in a large southwest- 
ern city, he labored night and day to 
perfect his process. His work advanced 
to the point where actual production 
was in the offing. 

One night, three years ago, a man 
walked into the cottage while Miller 
was engaged in washing a plate under 
the glare of an arc lamp. Miller handed 
the visitor a thin sheet of metal on which 
had been etched the face design of a $20 
Federal Reserve Note, fresh from a 
chemical tray. Miller then looked up. 
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“Who the hell are you?” he ex- 
claimed. 

Miller thought the man was the 
laborer whom he had employed to assist 
him. Instead, it was a veteran Secret 
Service operative who had kept Miller 
under surveillance for several weeks. 
The laborer drove up to the cottage 
within a few minutes and both counter- 
feiters were removed to the county jail 
in due time. 

When he was arraigned for trial, 
Miller frankly admitted to the Federal 
judge that he was at heart a counter- 
feiter and that he expected to become a 
millionaire within a few months through 
his industry in producing worthless 
paper money. There was no note of 
repentance in his voice as Miller con- 
tinued his story before the court. His 
attitude was one of surly defiance. He 
had escaped jail after his first arrest and 
was re-captured with a new counterfeit- 
ing outfit in his possession. 

“I tried to work in the oil fields, but 
it was too hard,” he told the judge. 
“There are 100,000,000 people in the 
United States and I thought it should 
not be easy for the officers to catch me 
again. So I began getting together new 
paraphernalia for counterfeiting notes. 

“Then one day a man and a woman 
rushed into my shack. They wanted to 
leave three cases of whiskey. I don’t 
like liquor. I have no more use for it 


than cyanide. But I let them leave it. 


The sheriff was following them then. 
He came to my shack with a search 
warrant. I was arrested and they found 
my second counterfeiting plant. Again 
my short cut to paradise had failed.” 

Miller could not understand that the 
people who accepted his bogus bills were 
the actual losers. “I thought the banks 
had to make good the bad money,” he 
mused. “I have always hated banks and 
bankers.” 

Standing before the court in his 
shabby clothes, his arms folded, Miller 


discussed his position in the manner of 
a man talking over a business deal with 
the judge. He wanted a short sentence. 
His case was a problem for the court. 

The judge seemed to recognize the 
strength of the man before him, turned 
to wrong purposes. He also saw the 
prisoner was completely defeated, his 
dream of a short cut to wealth shattered. 

When the court sentenced him to 
serve five years in Leavenworth peniten- 
tiary, Miller would not be silenced. 

“You gave Bob Barton, who was con- 
victed here last fall in this case, only two 
years,” he reminded the court. “With 
time off for good behavior, he should be 
out in eight months. If you give me 
five years, the smallest time I must serve 
will be forty-eight months. Am I six 
times as bad as he?” he pursued. 

Miller ran away from his home in 
Oklahoma when he was sixteen years 
old, working in lumber camps and with 
railroad gangs until he attained his ma- 
jority. He became an apprentice elec- 
trician and followed this profession in 
San Francisco for fifteen years, and dur- 
ing this time he told the judge he did 
not know there was a court of law in 
all the land. He developed pneumonia 
while in California and soon lost his 
health and his job. According to his 
story, he felt an urge to go to the oil- 
fields in Texas in the hope of regaining 
his health, always obsessed with the fear 
of being dependent in his declining 
years. In his fight to stave off poverty, 
he built up a little business of selling 
automobiles. This continued for several 
months until the authorities came for 
him and lodged him in jail. They told 
him he had purchased twelve “hot” cars. 
One day, when the jailor was not alert, 
Miller walked out on him. He then 
conceived the idea of working out a 
“short cut to paradise.” The short cut 
was counterfeiting. But it led to “Para- 
dise Lost.” 
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Bonds: Rails vs. Utilities 


SING a microscopic lense you 
can detect very plainly in the 


bond quotations of recent weeks 
a shifting movement from rails to utili- 
ties as if, like busy ants, American in- 
vestors suddenly were setting about to 
change the timbers of their investment 


castles. 
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Viewed with the naked eye, bonds 
for two months have been drifting, 
falling, hesitating. At least corporation 
bonds have been. The description ap- 
plies to the general index of corporate 
issues but not to Governments. But 
when you look instead through the 
microscope you find that this index of 
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Go.p Stocks oF UNitTEep States REACH NEw HIGH 


Above is 


a chart that shows how the $85,000,000 increase in monetary gold 


stocks of this country since the beginning of the year has expanded our total 


stocks of yellow metal to a new record high. 


stocks now aggregate 


These 


$4,689,000,000 which is slightly larger than the previous record of $4,684,000,000 
for May, 1927. 
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generally falling bond prices is deceiving. 

True enough from the late January 
highs this year corporation bonds have 
dropped more than two points, as the 
following table shows, although the de- 
cline in this index of thirty corporate 
issues prepared by the Standard Statis- 
tics Company, Inc., has been gradual: 


THIRTY CORPORATION BONDS 


Late Janvary, 1931, level ......... 98.72 
March 28. 1931, level .......c00. 96.69 
PUGE PICS CHARRE 66 o50 5 0's 0'e. i —2.03 


It is when you break this index into 
_its component parts that you get the 
true story of what has happened in the 


10 RAILROAD BONDS 


bond market since late January, or, 
indeed, if you want to extend the study, 
since late 1930. You find that the 
decline in corporation bonds since late 
January has been led by the industrial 
issues, which have moved downward 
more than eight points. 

The little table below prepared on 
the same basis as that above tells em- 
phatically how our better grade indus- 
trial obligations have been treated in 
the open market in the last two months: 


TEN INDUSTRIAL BONDs 





Late January, 1931, level ......... 96.25 
March 26, 1931, level .cciscccicins 87.60 
INGE PTICE CHANBE bo eccicscicwewees —8.65 
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Ratt Bonps Fatt as UTILITIES ADVANCE 
Above is a chart that illustrates how railroad bonds have drifted downward in the 
last two months whereas public utility bonds have edged their way slightly upward. 
One is apparently gaining in popularity at the expense of the other. 
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Chicago 


Pass from industrial bonds to rails and 
you find that these premier investment 
issues have not behaved very much bet- 
ter than industrials considering the high 
investment rank they have enjoyed 
down through the years. For this same 
index reveals that our leading railroad 
bonds in the same recent period have 
drifted downward day by day until in 
two months they have found a level 
roughly four points under that of late 
January. Here again the index tells the 


story: 
Ten RaILroap Bonps 
Late January, 1931, level ......-.. 105.65 
Daarch: 26, F951, 1eVEl .n56.000si0 101.71 
Wet: PRICE CHANGE: o.5.5 10.0 ses:di6s51010'i 3.94 
Not until you turn to that newer 


division of the bond family known as 
yublic utility obligations do you find a 
corporate group that has been able to 
maintain its market position in the last 
two months. Indeed, simultaneous with 
this declining trend in other corporate 
bonds, the utilities since late January 
have added nearly a point to their posi- 
tion as the index below shows: 








Ten Pustic Utitity Bonps 
Late January, 1931, level ........ 100.01 
March 28, OOS Te. BOGE ood ocinc wae 100.75 
ENEE “QUICE: CHARGE. csi svoeersies costco 74 
SIGNIFICANCE OF THE STUDY 


What stands out in this study and 
gives it significance is the diverse move- 
ment in the two broad divisions of rail- 
road and public utility bonds. Back as 
far as history records, railroad bonds up 
to not long ago had been widely recog- 
nized as the premier investment for con 
servative institutions and individual re- 
quirements. 

Run back through the years on any 
chart of railroad bonds and you will 
find on a comparable basis they long 
have commanded a higher market than 
public utility descriptions, which in turn 
of course maintain a higher price level 
than industrials. Assuming the same 
coupon rate for each classification and 
the same mortgage provisions, this gen- 
eral observation holds. 

Now it is apparent that the same pref- 
erence for public utilities over railroad 
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securities that became manifest in the 
stock market long ago is beginning to 
show in the bond market. Along in 
1930 evidence of this movement was 
seen but in the last two months a down- 
ward trend in railroad bonds and a 
rising trend in public utilities have em- 
phasized the changing attitude toward 
the two classes. 


DISPARITY OF PRICE DISAPPEARING 


That railroad bonds in this country 
will no longer command a position of 
high investment rank is a conclusion to 
which no thoughtful student would 
want to subscribe at this time, but it is 
apparent that the long existing disparity 
between railroad and utility bonds is 
going if indeed it has not already gone. 
It is apparent that conservative institu- 
tional and private investors no longer 
will pay a high premium for railroad 
bonds when they can obtain at a lower 
price level an equally secure public 
utility issue. 


These considerations have almost 
closed the gap between the market in 
railroad and utility bonds of the same 
quality and in future years it seems un- 
likely that we will witness that disparity 
in price for the two that has prevailed. 

Getting beyond the consideration of 
group movements in the bond market 
it is important to note that the general 
position of money ease is operating for 
a sustained good level in prices.- Not 
the least important indication of this 
position is the continued inflow of gold 
in this country. Net imports of gold 
during March totaled $20,000,000, 
which makes the additions to our mone- 
tary metal stocks $85,000,000 since the 
beginning of the year. You will note 
in studying gold figures that this sub- 
stantial expansion increases our mone- 
tary gold stocks to a new record high 
of $4,689,000,000, which tops by a 
small margin the previous peak of 
$4,684,000,000 set in May, 1927. 

Viewed internationally this great ad- 
dition to the monetary gold stocks of 
the United States has its disadvantages 
as well as advantages. A good part of 
the yellow metal recently has come from 
South America and the Far East. And 
the unfortunate aspect of the movement 
is that the gold very largely comes from 
countries that need it worse than the 
United States. 


DIVIDEND REDUCTIONS 


We are passing to a period of year 
when the tolls of depression will weigh 
heavily on sentiment unless an impres- 
sive recovery in business makes it easy 
to forget the past. Dividend reductions 
took on a more ominous aspect in the 
minds of many last month when sea- 
soned enterprises like New York Cen- 
tral, Baltimore & Ohio, Westinghouse, 
Lackawanna, National Cash Register 
and Anaconda were forced to join the 
ranks of weaker companies. 

When a board of directors of a con- 
servative old corporation finds it neces- 
sary at this late stage of depression to 
lower a dividend, after maintaining the 














N 1906 the Associated Gas and 
Electric Company was incorporated 
for the purpose of bringing several 
gas and electric properties under coni- 
mon management.This company with 
its central office at Ithaca, New York, 
represented one of the first five public 
utility groups in the United States. 
Service by these original Associated 


of Group Management 


properties to 
some 8,000 
customers in 20 
communities 
was the nucleus 
of Associated System service now fur- 
nished to 1,429,000 customers in 
more than 2,500 communities. 





To invest, or for information, write 


General Utility Securities 


Incorporated 


61 Broadway 





established rate steadfastly through a 
recession already longer than any in re- 
cent history, observers reckon that there 


must be some good reason. To them it 
seems significant that numerous re- 
spected boards do not want to take 
chances on 1931. You cannot avoid 
that interpretation any more than you 
can censor a conservative director for 
refusing to dip into surplus to get 
money to pay stockholders. 
Unfortunately some corporations now 
forced to reduce their payments were 
victims of the prosperity era and pre- 
ceding the collapse of the boom set for 
themselves a dividend stride they could 
not reasonably have hoped to maintain 
in adversity. We are heading into a 








New York, N. Y. 


month when the markets must expect a 
flow of quarterly earning statements 
that will be no more pleasing than the 
rceent dividend reductions. It so hap- 
pens that the new month is not one 
that usually introduces increased incen- 
tive toward industrial activity. Season- 
ably April lacks the impulse of improv- 
ing business felt so emphatically in 
March. It is the initial month of sea- 
sonal decline that runs to July. In this 
particular year it lacks one thing more. 
It lacks the luck that was borne to it 
by the calendar last year. Then April 
felt the impetus of Easter. This year 
that buying necessarily fell mostly in 
March. April thus is working at odds 


in the statistical comparisons. 


































































VIGILANCE 


The keynote in the management 
of bond portfolios 





“Nothing is as constant as change”, and nowhere 
does this apply to a greater degree than in the fields of 
investment and finance. 


The unusual inventory shrinkages currently shown 
by most banks clearly indicate the necessity for adequate 
supervision to prevent loss and to maintain the insti 
tution in an impregnable position. 

Bank Executives who are engaged with the many 
details connected with the active management of an 
institution, can seldom spare the time necessary for the 
scientific handling of the bond portfolio. As a result, 
it is often advisable for them to employ outside counsel 
whcse experienced judgment can be used to the advan- 
tage of the bank. 


Our Bank Service Department is fully qualified to 


help maintain the vigilance which is necessary at all 
times in matters pertaining to the investment position 
of banks. 





Send for a copy of the standard work on 
“Bank Secondary Reserve and Investment 


| Policies” by Dr. Paul M. Atkins. 


Ames, Emerich & Co., Inc. 


New York Chicago 






Philadelphia Milwaukee St. Louis 
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Statements to Stockholders Analyzed 
in Survey 


EPORT of a survey showing what 
progressive organizations are do- 
ing to keep their stockholders 
informed of the companies’ financial 
status, is presented in booklet form by 
the Policyholders Service Bureau of the 
Metropolitan Life Insurance Company. 
The title of the booklet is “Financial 
Statements in Annual Reports to Stock- 
holders of Industrial and Mercantile 
Companies.” After discussing the pres- 
entation of financial statements, the 
study continues with a detailed analysis 
of the treatment of the balance sheets, 
profit and loss statements, and surplus 
accounts of many representative corpo- 
rations. 
According to the foreword, the in- 
crease in the extent of ownership of 
corporation securities by the public is 
responsible for the need of more informa- 
tive and readily understandable financial 
reports. Moreover, it continues, execu 
tives are tending to become increasingly 
appreciative of the importance of having 
the security-owning public properly in 
formed concerning the activities of their 
companies. 
In preparing the report, the bureau 
examined about five hundred annual re- 
ports to stockholders which were issued 
by banks, department stores, railroads, 
manufacturing companies, mines, and 
public utilities. The survey is particu 
larly timely because of the new point of 
view being shown by management in 
regard to passing on information to stock- 
holders. 
According to the report, balance sheets 
vary considerably, from industry to in- 
dustry and among various companies in 
any one industry. Among the practices 
observed in the investigation of balance 
sheets are the following: 
1. That the terms or items are simply de 
hned. 

2. That results are stated comparatively in 
some balance sheets for at least two years. 


2 


3. That the basis 
valued is given. 

4. That the amount of depreciation 

similar reserves is stated. 

That the accounts receivable 

what extent the company is 

stalment business. 

6. That the accounts and notes receivable 
are safeguarded by adequate reserves for 
bad debts. 

7. That the amount of 
made known. 

8. That inventories are reasonably classified 
and the basis of valuation of these in- 
ventories shown. 

9. That where inventories are valued at less 
than cost or market, that the basis for 
such valuations is revealed, as 
any reserves for inventory losses. 

10. That current liabilities are set forth fully. 

11. That particulars are stated as to funded 
or long-term obligations including ma- 
turity dates, coupon rates, etc. 

12. That other liability reserves are classified 


upon which 


property is 
and 


wr 


show to 
in the in- 


these reserves 15S 


well as 


and, by their caption, give some clear 
idea of their purpose. 

13. That earned surplus is segregated from 
paid-in surplus or surplus arising from 


revaluation of assets. 
14. That the kinds of capital stock are classi- 
fied in sufficient detail 
That a notation is made of all contingent 
liabilities. 


Chief executives, financial officers and 
others interested in this subject, may 
secure copies of the publication by ad- 
dressing the Policyholders Service Bureau 


at 1 Madison avenue, New York City 
HOW TO JUDGE A HOUSE 


AN informative publication for the 
pective home-seeker has been published by 
the National Committee on Wood Utilization 
of the Department of Commerce under the 
title, ““How to Judge a House.” The booklet 
contains the results of a comprehensive study 
conducted by the committee into building 
methods and materials as they affect moderate- 
priced houses. Among the topics discussed 
are design and appearance, arrangement of 
rooms, mechanical installations such as heat- 
ing, plumbing, electric wiring, etc., and other 
construction details. The booklet may be 
obtained from the Superintendent of Docu 
ments, Washington, D. C., for 10 


copy. 


pros- 


cents a 








More Income with Safety 


by either of two plans 
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Chart No. 1 above shows the distribution of assets which je 

existed when we were asked to make a detailed study of the 
investment policy of a Middle Western bank. 

z , e 

Charts No. 2 and 3 represent alternative plans worked out d 

for this bank with a view to utilizing additional earning pa 

power without exceeding the limits of strict conservatism. f 


The rearrangement suggested in Chart 3 was estimated to h 
increase the income of this bank by more than 2.4%. 


It sometimes happens, as in the case of this bank, that 
more than one course might be adopted in working out an } 
improved reserve structure. It is our practice, in such cases, 


Cc 

to outline just how acceptable alternative plans differ from 
each other, in order that they may be judged in accordance , 
with the views and preferences of the bank management. 
Further information in regard to bonds and their selection . 
for bank requirements will be found in our folder, Sound ; 
Investment Practice for the Commercial Bank. Any banker may 

ee Conte st 

have a copy upon request 
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HALSEY, STUART & CO. | 


INCORPORATED 


CHICAGO, 201 So. La Salle St. NEW YORK, 35 Wall St. 


v AND OTHER PRINCIPAL CITIES 


THE PROGRAM THAT DOES MORE THAN ENTERTAIN 


9 P. M. Eastern Time Every Wednesday Evening thousands increase their 
8 p. M. Central Time knowledge of sound investment by listening to the 
7 P.M. Mountain Time Old Counsellor on the Halsey, Stuart & Co. program. 
6 p. M. Pacific Time Broadcast over a Nation-wide N. B. C. network. 
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Vigilance 


The Keynote in Bond Portfolio Management 


By CuHarLEs D. BEHRENS 
Manager Bank Service Department, Ames, Emerich & Co., Inc., New York 


OST bankers are more 

cerned with their bond 

counts at the present time than 
they have been for many years. This 
is entirely due to the unusual deprecia- 
tion shown in such portfolios and the 
numerous bank failures which many au- 
thorities attribute directly to unsound 
bond portfolios. 

Many bankers have been sadly dis- 
illusioned during the last two years. 
They had been lulled into a mistaken 
sense of security by the long upward 
trend of bond prices from 1920 to the 
early part of 1928, and by cheerful pre- 
dictions that bond prices were going to 
continue to increase because “it is doubt- 
ful whether we will ever again 
higher interest rates.” In less than three 
months after this statement was made 
interest rates had increased sharply and 
bond prices had shown a considerable 
decline. 

The depreciation shown by _ bond 
portfolios is clearly indicated by the 
following figures compiled by a New 
York _ statistical organization. This 
analysis pointed out that 299 issues, 
excluding convertible bonds, had de- 
clined ten points or more from their 
highs for the year 1930. These issues 
were outstanding, at the beginning of 
1930, in excess of $4,766,000,000 and 
the depreciation from the year’s high 
prices was close to the startling total of 
$1,000,000,000. The decline from the 
prices prevailing at the beginning of 
the year 1930 indicated a depreciation 
of well over one-half billion dollars. 


con- 


ac’ 


see 


These declines were caused largely by 
economic reversals in most fields of in- 
dustry, both here and abroad, and by 
the culmination of stock speculation in 


the worst crash in the history of the 
Stock Exchange. 





has 
been working to the disadvantage of 
investors for years has been depreciation 


However, another factor wich 


in security value. There is an interest- 
ing point of fact which has been re- 
peated from time to time, but which is 
not generally known, namely, that there 
are in excess of 26,000 bond 
which have defaulted. This is a stag- 
gering figure and, while it is small in 


issues 





to) BLANK-STOLLER 
CuHarRLeEs D. BEHRENS 


proportion to the number of defaulted 
loans made to individuals by banks, it 
nevertheless indicates the caution which 
should be exercised in making bond 
commitments and the necessity for ex- 
ercising continual vigilance over the in- 
dividual bonds held in a bank’s port- 
folio. 

In order for a banker to make his 
bond investments a profitable operation 
of the institution and to continually 
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maintain himself in an impregnable 
position, continual vigilance must be ex- 
erted in two respects: in the first place, 
vigilance as applied to the formulation 
of sound investment policies, determined 
by a careful analysis of the bank’s re- 
quirements, and the purchase of securi- 
ties to fit into this picture; and, in the 
second place, vigilance as applied to the 
continuous follow-up of the portfolio in 
order to be constantly sure that the ac- 
count still meets the bank’s requirements, 
and to be constantly on the watch for 
situations to develop, either in the se- 
curity and money markets, or in his 
own portfolio, which might adversely or 
favorably affect the profitable operation 
of the bond account. 


SETTING UP THE INVESTMENT POLICIES 


In setting up the investment policies 
of the institution care should be taken 
to observe the three-fold duty of the 
bank—to the depositor, to the commu- 
nity and to the stockholder. Each of 
these duties calls for a different policy: 
safety for the depositor, leniency in 
questions pertaining to loans for the 
community and profits for the stock- 
holder. A_ synchronization of these 
three duties and policies should result 
in a sound institution, performing its 
three-fold duty in an effective manner. 

To do this it is necessary to deter- 
mine the type and classification of se- 
curities which are to appear in the ac- 
count and it is only necessary to review 
a few of the investment portfolios of 
banks to recognize the lack, in numerous 
cases, of any attempt to manage the 
portfolio on a scientific basis. 

Diversification, which makes possible 
the maximum spread of credit and mar- 
ket risk, is very often lost sight of. 
Although no rule of percentage diversi- 
fication can be cited, it nevertheless 


should be carefully studied in order to 
make the portfolio as nearly stable, 
market and creditwise, as is humanly 
possible. 

The maturity position of the account 
should likewise be given careful con- 
sideration, since short-term bonds are 


generally considered to be the backbone 
of the bank’s secondary reserve and con- 
stitute the assets which logically should 
be drawn upon in periods of stress. 
Naturally, in determining the size of 
the short-term position, the bank’s sec- 
ondary reserve requirements must be 
taken into consideration, as well as the 
security and money markets at that time, 
and their generally expected future 
trend. 

Of course, quality and marketability 
will probably be the prime considera- 
tions in purchasing securities, and 
rightly so. Naturally, a security that is 
in a doubtful or questionable position, 
from the credit standpoint, should not 
be purchased. 

On the other hand, the manager of 
the investment portfolio should not re- 
strict himself to the purchase of only 
the highest grade and most active mar- 
ket securities, due to the earnings fac- 
tor, which should never be lost sight of. 
Obviously, unless the bank can make a 
profit for its stockholders, it has no 
economic justification for its existence. 
Furthermore, it must be remembered 
that at certain periods of the bond 
cycle, secondary credits are more attrac- 
tive for capital accretion than are pri- 
mary credits, and the bank executive 
will be subject to criticism if lack of 
vigilance leads him to overlook such 
possibilities for profit. 

The marketability factor of the ac- 
count is important, particularly in the 
secondary reserve account, but too much 
emphasis laid upon this factor, without 
full recognition of the facts, is apt to 
impair the earnings position of the bank. 
It is natural to pay a higher price for a 
security if it is listed and has a very 
active market. For those institutions, 
however, that are in a sound position 
this differential in price and yield for 
comparable bonds makes possible the 
purchase of unlisted credits on very 
attractive bases. 

Considerable doubt exists as to the 
relative market performance of listed 
versus unlisted securities. It will be 
found, the writer believes, that often 








THE BANKERS MAGAZINE 


unlisted bonds, due to their inherent 
lesser degree of activity, are less subject 
to fluctuations than listed bonds, and 
thus are adaptable as bank investments, 
where stability and market is a prime 
requisite. 

CONSTANT VIGILANCE AFTER PURCHASE 

It is relatively simple to purchase a 
sound bond which meets all the require- 
ments of the bank; it is immeasurably 
harder to constantly watch the individ- 
ual securities and to determine which 
are to be held and which to be sold, in 
view of changed economic and financial 
conditions. Practically no bond, no 
matter how high grade the issue may be, 
can be bought and then forgotten by the 
bank. Constant vigilance is the only 
means whereby losses may be prevented 
and, vice versa, whereby profits may 
be put on the books of the bank. 

The important fundamental which 
should be determined, not only in pur- 
chasing securities but in watching old 
ones, is the trend of money prices. An 
opinion, whether it is the banker’s own 
or that of a well-known economist, 
banker, statistician or counselor, should 
be advanced and adhered to until con- 
ditions change, necessitating a reversal 
or variation in the original forecast. 

For a long time it has been an ac- 
cepted theory of investments that low 
rates of interest have a beneficial effect 
on bond prices, and that whenever in- 
terest rates go down there is a general 
tendency for bond prices to go up. 
This theory is based on the observation 
that whenever short-term interest rates 
go down, institutional buyers of bonds, 
such as commercial banks, savings banks 
and insurance companies, increase their 


holdings of bonds, thus causing ad- 
vancing prices for the latter as the 
natural result of the law of supply and 


demand. 

Furthermore, it is generally 
nized that bond prices move inversely 
to the cost of commodity prices; that a 
reduction in commodity prices means 
increased purchasing power of the dol- 
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lar, and that bonds thus react to this 
increased purchasing power. 

The present trends of both money 
rates and commodity prices seemingly 
favor bond prices and have for some 
time, but general bond levels for the 
last year, with the exception of the 
period since the first of 1931, have not 
reacted according to the theory stated 
above. This brings up a third factor 
which has a great bearing on bond 
prices, namely, corporate earnings, which 
during the last two years have been 
decidedly against a general advance in 
bonds. 

Great must be exercised in 
watching corporate earnings, and it is 
very difficult to accurately gauge the 
effect of earnings upon price levels. In 
1929 and 1930 we saw how declining 
earnings resulted in a considerable de- 
preciation of security values. On the 
other hand, high grade bonds, particu- 
larly United States Government obliga- 
tions, maintained their prices and, in 
many instances were selling at the high- 
est levels seen in years. Furthermore, 
short-term bonds, which fluctuate prin- 
cipally on the basis of interest rates, 
sold in many instances at considerable 
premiums. The ability to determine 
the effect of business conditions upon 
the price of an individual bond is in- 
valuable in the scientific management of 
the portfolio. Extreme vigilance is 
necessary to weigh accurately such de- 
general bond prices but also as regards 
the ultimate security of a particular 
bond. Not all companies are able to 
withstand severe. economic  readjust- 
ments, and by careful watching and 
checking it it often possible to “weed 
out” the obligations of a company seem- 
ingly sound at the time the purchase 
was made, but whose future, as a result 
of business conditions, seems to be in 
jeopardy. 

As indicated above, business condi- 
tions have varying effects on different 
classes of bonds. This is clearly indi- 
cated by the following chart showing 
on an inverted scale the yields from 
different quality classifications of bonds. 


care 
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This chart clearly indicates that at 
the present time a considerable variance 
exists between prices for the highest 
grade bonds and bonds which are sec- 
ondary in quality. It furthermore in- 
dicates that if history repeats itself, the 
trend of “Baa” bonds from January, 
1926, through March, 1928, will prob- 
ably be duplicated in the future. It 
can readily be seen that opportunities 
for accretion to capital at this time lie 
in the secondary bonds and not in 
primary credits. 

With the long-term trend of the 
market firmly established and the par- 
ticular grade of securities to be pur- 
chased decided upon, it is furthermore 
important to watch developments in 
order to select the proper type of se- 
curity; that is, whether railroads, public 
utilities, foreigns, etc., constitute the 
more attractive investments at a given 
time. 

Naturally, a bond account should not 
be distorted by the purchase of a pre- 
ponderance of one type of credit. On 
the other hand, it is possible to dis- 
criminate in the selection of types, in 
order to obtain the best results. At 
different periods in the bond cycle 
specific classes of securities seem to be 
in greater demand, due to certain de- 
velopments which have occurred, caus- 
ing increased public interest. We have 
recently seen a rapid advance in the 
foreign field, caused by a culmination of 


events which tended to strengthen pub- 
lic confidence in foreign credits. 

A sudden reversal in the earnings 
trend of our railroads over the next 
quarter might have a similar effect and 
likewise cause an advance from the 
present seemingly low prices for rail- 
road credits. 

Opportunities for profit in the correct 
gauging of developments affecting such 
movements will constantly present them- 
selves to the alert executive and a 
judicious exchange from one class into 
a more promising group will very often 
be rewarded. Naturally, a study of 
such trends takes time and vigilance, but 
with all the charts, tabulations and dis- 
cussions currently being published, a 
vast amount of information is at hand 
for the alert banker. 


TRADING OF SECURITIES 


Theoretically, comparable _ securities, 
from the credit, earnings and market- 
ability standpoints, should sell on the 
same price level or yield basis; yet it is 
possible to point out many instances 
where a differential of several points 
exists. These differentials are the result 
largely of the operation of the law of 
“supply and demand.” Frequently an 
individual issue is purchased in large 
quantity, sufficient to advance the price 
several points. Here then is an oppor- 
tunity to “trade” such an issue for a 
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comparable bond that as yet has not 
felt the effects of increased buying 
power. This process of fluctuating 
prices is going on constantly and, 
through careful analysis and study, 
many opportunities for an advantageous 
exchange are offered. 

Very often such factors as possible 
legality for savings banks’ investments, 
simplification of capital structure, ad- 
vancing prices as a result of a merger 
or consolidation, redemption, _ etc., 
cause an advance in the price of a 
bond to a point where it is no longer 
practical to hold, from a bank’s stand- 
point. A comparable grade security 
selling at a lower price should be pur- 
chased in its stead, thus putting into 
operation the law of “investment turn- 
over.” Vigilance and constant super- 
vision of the bank’s portfolio will result 
in utilizing changing factors to the 
bank’s advantage. 


WHEN TO SELL BONDS 


Many authorities are willing to ad- 
vise as to the proper time to purchase 
securities, but few care to indicate the 
proper time to liquidate bonds. And 
yet the decision to sell is almost as im- 
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portant as the decision to purchase, es- 
pecially when the portfolio is likely to 
be called upon for cash on a moment's 
notice. 

Extreme vigilance is necessary to de- 
termine the selling point in order to 
safeguard any profits which may have 
accrued through the careful handling 
of an account. 

It might be well, however, to point 
out that it is generally a good thought 
to liquidate long-term bonds when the 
yields obtaining on high-grade bonds 
are on a parity with the yields on com- 
mercial paper and other forms of short- 
term investment. At such a time it is 
advisable to reduce the long-term com- 
mitment and build up the short-term 
position of the portfolio. 

It is, of course, impossible to predict 
the exact “peaks” and “valleys” in the 
cycle of bond prices. Through the ex- 
ercise of due diligence, however, it is 
possible for a banker to guide his pur- 
chases and sales so as to take advantage 
of major market swings at the same 
time that, through the application of 
this policy of constant vigilance and un- 
ceasing watchfulness over his portfolio, 
he escapes the pitfalls that exist in all 
forms of investment. 





“Service 
is Usefulness” 


Reserve account service as generally 
advertised too often lacks the definite 
quality that should and does interest 
the out-of-town bank. 


An account with us entitles you to the 
full use of the unexcelled facilities that 
are characteristic of this institution. 


Specifically, our day and night continu- 
ously operating collection service is 
only one of the many advantages our 
correspondents enjoy which result in 
definite profit to them measured in 
terms of dollars and cents. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits, $46,000,000 
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The Bank Educational Department 


Why the Bank of America Has Established a Special Department 
to Assist Employes to Become Better Bankers 


By W.R 


. WILLIAMS 


Vice-president, Bank of America N. T. & S. A., San Francisco 


BANK is always confronted with 
the need for keeping pace with the 
growth of commerce and with the 
evolution of business requirements, and 
it must constantly apply itself to the 
task of promoting a better knowledge 
and fuller understanding of the elements 
that go to make up the tremendous scope 
of required knowledge embraced within 
the profession of banking. 

A man acquires a knowledge of bank- 
ing in two ways: by physical contact 
and by study. By physical contact, he 
learns the mechanics of the bank and 
how things are done; by study, he learns 
the reason for doing them. By a well- 
directed combination of knowing how to 
do things in a bank and knowing why 
the things are done, the banker is made. 
With only a superficial knowledge of 
how the mechanics of a bank should be 
operated and with but little knowledge 
of its fundamentals, a man can scarcely 
hope for great success in modern bank- 
ing. Likewise a bank that is operated 
by men deficient in an understanding of 
the mechanics or the fundamentals of 
banking is limited in its capacity to 
progress. Because of these facts, it be- 
comes necessary to promote the acquisi- 
tion of banking knowledge by the mem- 
bers of any banking organization. 

A bank conducting all of its business 
within four walls finds the problem not 
free from difficulties and it becomes 
more complex and correspondingly dif- 
ficult of satisfactory solution for a bank 
operating an extensive branch system. 

Bank of America National Trust and 
Savings Association operates throughout 
the entire State of California. It main- 
tains 438 offices in 243 cities and towns 
in the state. It has established for itself 
a standard of operations requiring a 
large staff of skilful assistants ranging 
from the senior executives in its prin- 


cipal administration departments down to 
the messengers in its most remote places 
of business. There are not only the re- 
quirements of today to be met, but the 
constant requirements of tomorrow must 
be provided for. New opportunities 
and new demands arising from these 
opportunities necessitate constant prog 
ress in the ability and efficiency of the 
staff. Particularly is this true with re- 
gard to branch managers and_ their 
assisting officers. In the plan of business 
operation of such an institution, there 
must be provided, in each of its places 
of business, all the requirements of any 
modern bank. What is of equal impor- 
tance, there must also be provided the 
means for successfully taking advantage 
of all of the business opportunities pre- 
sented to such an institution because of 
the extensiveness of the field in which 
it operates and the multiplication of its 
public contacts. There must be made 
available to each and every branch and 
to every department of the institution 
ready means of knowing what all the 
mechanical requirements are and how 
they are met. It is not enough that this 
knowledge of the mechanics should be 
at hand, but, for at least a considerable 
percentage of its officers, both present 
and prospective, there must also be a 
comprehensive understanding of the 
underlying reasons and of the princi- 
ples governing the mechanical processes. 
There is no particular difficulty in 
making available to all officers and em- 
ployes complete information regarding 
established processes. This is readily 
done through the medium of uniform 
written instructions periodically sent to 
all officers and departments and by fixed 
guides of conduct set forth in the “rule 
book.” These fully accomplish the pur- 
pose in this regard and provide a means, 
readily available to all, whereby each, 
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without material difficulty, may acquire 
an understanding of how things are to 
be done; but to transmit information as 
to why they are so done and a knowl- 
edge of the underlying principles there- 
of presents a wholly different matter. 
Everyone in a modern bank is well 
occupied in getting out the work of the 
day, and there is a natural tendency to 
become immersed in the regular daily 
duties. Particularly is this true of a be- 
ginner in the work; and it is decidedly 
the exception, even concerning men of 
much experience, where the individual 
goes very far beyond where his daily 
routine work requires him to go. Ex- 
perience has shown that herein lies the 
importance of directing and assisting the 
efforts of individuals to acquire a mastery 
of the profession. Acting on this con- 
clusion, the Bank of America is seeking 
to stimulate the desire to acquire more 
complete knowledge of the principles 
and purposes underlying banking re- 
quirements. 


EDUCATIONAL DEPARTMENT CREATED 


In creating a so-called educational de- 
partment, it is not a part of the bank’s 
design to establish courses of instruction 
nor to create or direct classes for the 
pursuit of a definite line of study. 
Throughout the organization, certain 
activities are carried on, having for their 
object the development of employes. 
When a beginner is first employed, he is, 
of course, given general instructions re- 
garding his duties, and when he ap- 
proaches the point of becoming a book- 
keeper, he is furnished with a copy of a 
manual for tellers and bookkeepers. This 
gives to the individual a rather general 
knowledge of the duties of bookkeepers 
and tellers and also acquaints him in a 
general way regarding contacts with the 
public and with many important items 
regarding the details of the bank’s own 
operations, both internal and external. 
Subsequently, by means of the circular 
letters and rule books and under the 
leadership of department heads, he may 
become fully informed regarding his 
duties. Necessarily, these instructions 
deal but little with underlying princi- 
ples or reasons, and to supply the need 


of such information the employe is ex- 
pected to pursue some line or lines of 
specific technical study. He is encour- 
aged to take lecture courses of the 
American Institute of Banking, or in the 
more remote sections such of its mail 
courses as are available; he is stimulated 
to pursue personal studies from what- 
ever source most available, or of what- 
ever kind or nature having the greater 
appeal to the individual. 

All of the men whom the Bank of 
America employs are not just young be- 
ginners. Most have attended high 
school, a considerable number are grad- 
uates of colleges or universities and not 
a few have had banking experience. 
Almost all without exception, however, 
and regardless of their previous educa- 
tion or experience, require considerable 
additional education before they are 
equipped to be qualified members of the 
bank’s own organization. 

The bank recognizes that banking 
officers of the future must have special 
qualifications and be equipped with well 
developed understanding. It is, there- 


fore, seeking to co-operate with those of 


the staff who are endeavoring to promote 
their own efficiency. 


HELPS INDIVIDUAL HELP HIMSELF 


The individual is frequently at a loss 
to determine for himself just what are 
the most desirable subjects for him, or 
how he may best serve himself in his de- 
sire and ambition to become a competent 
bank officer, and the Bank of America’s 
plan is to help the individual help him- 
self and provide means so that this may 
best be accomplished. The bank’s great 
objective is to provide an accessible 
source from which everyone throughout 
the organization may obtain information 
and knowledge regarding the funda- 
mental principles upon which all of the 
mechanical processes are based, and 
source from which they may ascertain 
the exact reason for doing what may be 
directed to be done or why it is done in 
the particular manner laid down. The 
institution has placed the educational 
department at the disposition of every 
oficer and employe of the organization 
so that they all may obtain this direct 
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first-hand knowledge. It has a com- 
posite reason in this—to promote the 
general efficiency of the staff, and to 
issist it in the selection of the best ma- 
terial for development and advancement. 
The bank has learned that the man who 
is ambitious and seeks knowledge and 
who has vision and imagination and 
energy coupled with intelligence is the 
man well worth while. When such 
man has once come to the bank’s atten- 
tion his performance and capacity are 
closely observed and his progress, bar- 
ring unforeseen obstacles, is essentially 
issured. 

Many good men are more or less 
buried by the limitations of their im- 
mediate environment and it is of mutual 
advantage to the individual and to the 
bank itself that outstanding qualities be 
recognized and developed. All members 
of the staff throughout the organization 
are invited to seek the advice and to ask 
questions of the educational department. 
Particularly does the bank desire that all 
employes should acquire the absolute 
conviction that there is an important 
underlying principle governing each and 
every detail of operation. It wishes each 
emlpoye to know that behind each rule 
and instruction there is a well considered 
reason and that rules and regulations are 
not simply the whim of some individual, 
or unnecessary, annoying “red tape.” 
Where an instruction is looked upon as 
only an arbitrary rule or as merely “red 
tape,” it is often disregarded through 
lack of appreciating its vi alue; and con- 
sequently loss is not infrequently oc- 
casioned. On the other hand, where an 


instruction is fortified with understand- 
ing, it becomes full of meaning and im- 
portance and its purpose is intelligently 
accomplished. 

The general executive departments of 
the bank are each actively engaged in 
the performance of their respective 
duties and have but little if any time for 
helpful personal advice, and cannot 
couple with all of their necessary in- 
structions explanations as to why the in- 
structions are given, nor would such ex- 
planations be necessary for the entire 
organization. There are, however, large 
numbers of men who are not sufficiently 
equipped to have an understanding of 
the purpose of the rules. The educa- 
tional department is designed to supply 
this deficiency to those seeking informa- 
tion. 

The bank knows that a man fortified 
with understanding is more to be relied 
upon and has a greater steadfastness in 
the performance of his daily duties than 
is the man who simply looks upon speci- 
fied details of operation as one means of 
getting out the work of the day and who 
believes that some other way would be 
just as good or better. The man who, in 
the performance of any duty, whether 
usual or unusual, recognizes the neces- 
sity of understanding its significance and 
of knowing how best to accomplish it, 
and who seeks the best course of infor- 
mation available to him and is guided 
thereby, is usually a man who may well 
be relied upon. The development of 
this sort of man and of this sort of 
understanding is the ideal of the Bank 
of America’s educational department. 





494 







WOONSOCKET @ 


@pawTucKeT 


PROVIDENCE @ _ @cast pRovioence 


RHODE ISLAND 


Covering the entire state of 
Rhode Island with its branch 
offices, the Industrial Trust 
Company offers unusual facili- 


ties to correspondent accounts. 


INDUSTRIAL 
TRUST COMPANY 


Resources More Than $150,000,000 Member Federal Reserve System 


Five PROVID EN CE Offices fe. Providence Pawtucket Newport } 


s 
111 Westminster Street — 63 Westminster Street = Woonsocket Bristol Westerly § 
1473 Broad St.—220 Atwells Ave.—602 Elmwood Ave. < Pascoag Warren Wickford ) 











Problems in Bank Credit 


By M. E. ROBERTSON 


Assistant Vice-President and Credit Manager National Shawmut Bank of Boston. 





THE BANKERS MAGAZINE has secured the services of Mr. 
the inquiries of readers on current problems of the credit manager. 


Robertson to answer 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: Some corporations have 
made a practice of continuing the 
payment of dividends during the recent 
depression even though not justified by 
current earnings. How should a credit 
man regard such practice? r.G. 0. 


ANSWER: It is ordinarily con- 
sidered that dividends are payable from 
earned surplus only, but this is not 
always the case, as laws of the various 
states differ with regard to the restric- 
tions placed upon corporations as to the 
payment of dividends. In general it is 
considered that dividends should not be 
paid which will impair the capital of the 
company. Many corporations having 
capital stock of a definite stated par 
value do not make a segregation of sur- 
plus with regard to earned surplus and 
surplus other than earnings. That is, 
surplus may represent  re-valuation, 
premiums paid in on capital stock, etc., 
and it is not infrequent that in some 
instances dividends are paid from this 
type of surplus. It is also not uncom- 
mon for corporations to pay dividends, 
even when the earned surplus of the 
corporation may be more than offset by 
certain intangible assets such as good- 
will, trade marks, organization expense, 
bond discount, etc. It is also true that 
the tendency toward capital stock of no 
par value whereby one item is shown for 
capital and surplus makes it difficult for 


one to know the amount of the corpora- 
tion’s actual earned surplus. 

Some state laws are not at all definite 
with regard to the payment of dividends 
by corporations having stock of no par 
value, whereas at least one state has set 
a nominal figure to be considered as the 
value for a share of stock when it is of 
no par value. The writer is also aware 
of one instance recently where the 
stockholders of a corporation authorized 
the reduction of the par value of shares 
in order to create surplus that the cor- 
poration might continue the payment of 
dividends even though not earned. 

The matter of payment of dividends is 
largely a policy of management. The 
management ordinarily in building up 
the business desires to make additions to 
surplus and to working capital in order 
to adequately provide for the proper ex- 
pansion of the business. Further, they 
desire to create surplus and working 
capital in good years to provide cushion 
for years in which earnings are not good 
and perhaps actual losses are shown. The 
payment of dividends, therefore, must 
be largely a matter of policy and de- 
pends to a considerable extent upon the 
financial condition of the company. The 
management must seek at all times to 
preserve its financial standing. 

There is evidence that many corpora- 
tions late in 1929 and early in 1930, at 
the outset of the depression, thought it 
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would be of short duration and con- 
tinued payment of liberal dividends. 
More recently, with the depression con- 
tinuing longer than was originally ex- 
pected and earnings being substantially 
curtailed, also, with the end of the de- 
pression and the restoration of good 
earning power not yet in sight, many 
corporations have actually cut dividends 
or omitted them entirely. This step has 
been taken to preserve working capital, 
which may be reduced by continued 
losses if the depression continues, and to 
preserve the financial standing of the 
company. 

There are other companies which have 
accumulated a considerable surplus over 
a period of time, have an abundant mar- 
gin of working capital and, dividend 
payments being moderate, are able to 
go through a considerable number of 
lean years maintaining payment of divi- 
dends even though the dividends are not 
actually earned in those years. As to 
whether or not a corporation is justified 
in paying dividends not earned is largely 
a matter of the policy of the manage- 
ment. As indicated above, considerable 
depends on whether or not the company 
can actually afford to do it. The man- 
agement must decide in paying dividends 
which are not covered by earnings, as to 
whether such earnings have been im- 
paired merely as a temporary matter, 
whether the outlook is promising and 
earnings will soon be restored, whether 
business conditions are likely to remain 
unsatisfactory and working capital be 
reduced sufficiently from losses thereby 
necessitating the conservation of work- 
ing capital through the omission of divi- 
dends, etc. 

It is notable that during the present 
depression many very sound companies 
in excellent financial condition that could 
seem to afford continuing payment of 
dividends have substantially cut their 
dividends in the face of poor earnings, 
there being no assurance as to how long 
these poor earnings will continue, and 
this measure is, no doubt, conservative 
on the part of the management. There 
are also instances where the management 
may be interested somewhat in the mar- 
ket price of the stock and maintain divi- 
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dends in the hope of maintaining a rea- 
sonable market for the stock. There are 
also cases in closely held corporations 
where the management has adjusted its 
personal expenditures to a rather elab- 
orate income and dividends are con- 
tinued in order that the individuals may 
continue their mode of living and social 
standing. It is, therefore, necessary for 
the credit man to give considerable 
thought to the reason for the continua- 
tion of dividends and form his own 
opinion as to whether the company can 
really afford it. There are those who 
make a regular practice in managing 
their company’s affairs of keeping divi- 
dends within earnings, allowing some 
money to go back into the business, and 
in many cases this is, no doubt, con’ 
servative procedure. 


QUESTION: We note that some 
banks make a practice of giving their 
own experience with an account when 
they are revising a name and write to 
the other banks also having the account. 
We wonder whether this does not in- 
volve considerable trouble, and whether 
or not it is generally of any particular 
value to the recipient. It impresses us 
that this necessitates considerable extra 
work in the prenaration of letters of in- 
guiry and, while we have never followed 
this policy, we are willing to do so if 
the practice is a good one. This would, 
no doubt, be a good subject to discuss 
at a Robert Morris meeting to obtain 
opinions. Lik 


ANSWER: Quite a number of 
banks follow the procedure of giving 
their experience to another bank when 
revising a name. As a matter of fact, 
the institution with which the writer is 
connected has always considered this a 
desirable practice. As you mention, it 
necessitates a considerable amount of 
extra work as compared to the ordinary 
form. The writer personally has al- 
ways been inclined to frown upon the 
practice, and at the present time this 
institution is conducting some experi- 
ments with regard to making inquiry by 
means of a general form as compared 
to making inquiry by means of a special 
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letter. It is the writer’s impression that 
in the case of ordinary revisions it is a 
better practice to merely write a form 
letter for the following reasons: 

a. The bank presumably is revising 
the file because its own file is out of date 
and it is revising it to determine whether 
or not it desires to continue with the 
credit as in the past. 

b. When a bank revises its file it 
generally desires to write all banks of 
account in order to determine the bank 
lines and amounts owing and, therefore, 
may write again to a bank from which 
it has received an inquiry but a short 
time ago, the inquirer having given his 
experience. This, of course, makes a 
duplication of work. 

c. Invariably since letters of inquiry 
giving experience are of a favorable 
character this perhaps tends to bring 
about a similar sort of a reply. 

In view of the foregoing reasons it 
would seem desirable that general form 
letters might well be written in case of 
ordinary revisions and special letters 
only in special cases. Such a general 
form can indicate the inquirer’s willing- 


ness to give his experience to the party 


inguiring when that party is interested 
in making revision of his file. Also, if 
the person inquired of is interested at 
that particular time in the attitude of 
the inquirer he would, no doubt, prefer 
to learn this attitude after the investiga- 
tion has been completed, rather than 
before it started. Therefore, in making 
his reply should he be so interested he 
can indicate his desire to have the in- 
guirer inform him of the result of the 
checking on completion and whether it 
has brought about any change in the in- 
quirer’s attitude. While this might 
mean that the bank making the revision 
might receive a number of inquiries in 
connection with replies it would, never- 
theless, be in a better position to answer 
such inquiries and express its attitude 
upon completion of investigation than 
at the beginning. Such a letter also giv- 


ing the results of the checking would 
be far more valuable to the other party. 


QUESTION: What is the policy of 
city banks with regard to expressing 
opinions to country bank correspondents 
on commercial paper names? Do most 
city banks express a definite opinion 
either recommending the paper as a 
desirable investment or stating that it 
is not a satisfactory risk? B. M.A. 


ANSWER: A number of city banks 
feel it their duty to express to corre- 
spondents a definite opinion regarding 
commercial paper names _ concerning 
which the correspondents inquire. Other 
banks feel they should merely state the 
actual facts and results of their check- 
ings, giving the country bank the full 
benefit of their file, but expressing no 
definite opinion. There are arguments 
for either side of the question from both 
the standpoint of the country banker as 
well as the city bank. The city bank 
should not express an opinion unless its 
investigation and analysis has been as 
complete and thorough as though it were 
purchasing the paper for its own ac- 
count. Also, the city bank’s attitude 
will, no doubt, be considerably influenced 
by the size of the country bank. If the 
country bank is making no checking, but 
is relying entirely on the opinion ex- 
pressed by the city bank, the city bank 
will, no doubt, feel itself in a position 
where it must conduct a complete in- 
vestigation and analysis and express a 
definite opinion. If, on the other hand, 
the city bank is aware of the fact that 
the country bank is conducting an 
investigation of its own and merely 
desires the information from its city cor- 
respondent to supplement that checking 
the city bank may feel that the country 
bank is in a better position to judge the 
name than in the case above sighted and, 
therefore, may express only actual facts. 
The matter is also governed by the atti- 
tude of particular city banks with re- 
gard to this procedure. 








..in AMERICAS 
INDUSTRIAL CENTER 






tions and individ - 
uals move from 


ee aD _— 
“ = = - un phe = ’ . , * “any | : 
™ kt cepted ie geen 
: 2 ae ae oe t) 
SLEDS = ~ 
Pol . i Sa . ti 
ene P< Se v 
Me ows P * I 
= ~— = t 
HEN corpora (ie NE. | 
om lle Be Re 
if = ap oy z 
" * a . 
4 , 
: ; A 


your city to the =. | } 
Newark territory, ) 
give them a letter a 


of introduction to 
New Jersey’s 
largest bank- 


FIDELITY UNION 
‘TRUST COMPANY 


Member Federal Reserve System 
Newark,New Jersey 


500 








Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


BANKER’S LETTER NOT 
LIBELOUS 


Rachels v. Deener, Supreme Court of 
Arkansas, 33 S. W. Rep. 
(2d) 39 


LETTER by a banker, in answer 
to an inquiry concerning a law- 


yer, to the effect that the lawyer 
had previously filled the position of dis- 
trict attorney with fair credit and satis- 
faction, that he had not gotten along 
very well since, that he claimed to have 
lost some money in the oil business, 
that the writer’s bank had charged off 
some of his notes as uncollectible and 
that the writer would suggest rather 
conservative dealings with him, is not 
libelous per se (standing by itself alone) 
and imposes no liability on the writer 
unless special damages are alleged and 
proved. 

Action by J. N. Rachels against J 
H. Deener and others. Judgment for 
defendant, and plaintiff appeals. 

Affirmed. 

OPINION OF THE COURT 

McHANEY, J.—Appellant, who is 
a reputable lawyer of Searcy, Ark., sued 
appellees for damages, alleging that 
they had libeled him by writing, mail- 
ing, and causing to be delivered the 
following letter: 


“August 20th, 1926. 
“J. C. Wyatt, Sec’y. & Treas., Union 
Trust Co., Carthage, Mo. 

“Dear Sir: We are in receipt of your 
letter of the 18th asking information 
concerning J. N. Rachels, Attorney, of 
Searcy, Ark. 

“Mr. Rachels has lived in Searcy for 





the past twenty years. During this time 
he has been engaged in the practice of 
law. For four years he was District 
Attorney, this position he filled with 
fair credit and satisfaction. Since that 
time he doesn’t seem to have gotten on 
very well. He claims to have lost some 
money in the oil business. We have 
found it necessary to charge off some 
notes that he owed this bank as they 
were uncollectable. Would suggest 
rather conservative dealings with him. 
“We ask that you keep this informa- 
tion strictly confidential. We really 
prefer your destroying this letter after 
it has served its purpose. 
“Yours truly, 
“J. H. Deener, Vice Pres.” 


It is alleged that the contents of said 
letter were false and malicious and 
known to be false by appellees; that it 
was written for the purpose of injur- 
ing him in his good reputation, and of 
destroying confidence in him as a law- 
yer; and that it constituted a libel on 
his character and reputation to his dam- 
age in the sum of $10,000, for which 
amount he prayed judgment. A de- 
murrer was interposed and sustained to 
this complaint, one of the grounds of 
which was “because the instrument set 
out in said complaint is not actionable, 
per se, and the complaint fails to allege 
any specific damage sustained by plain- 
tiff.” Appellant declined to plead fur- 
ther and his complaint was dismissed. 
Hence this appeal. 

Was the publication of the above let- 
ter libelous per se? If so, the demurrer 
was improperly sustained; but, if not so, 
then the complaint was open to de- 
murrer in the absence of an allegation 
of special damages. Honea v. King, 154 
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Ark. 462, 243 S. W. 74. There was 
no such allegation. One sentence in 
the letter says that: “For four years he 
was District Attorney, this position he 
filled with fair credit and satisfaction.” 
This, we take it, is complimentary. 
Next it says: “Since that time he 
doesn’t seem to have gotten on very 
yell.” Nothing libelous about that. 
He claims to have lost some money in 
the oil business.” Nothing there to sus- 
tain an action for libel. “We have 
ound it necessary to charge off some 
otes that he owed this bank as they 
uncollectable. Would suggest 
ither conservative dealings with him.” 
This is the most damaging statement 
contained in the latter, and it is not 
libelous per se, as, when analyzed, it 
‘mounts only to a statement that his 
credit at the bank is not so good as it 
once was. Our statute, section 2390, 
C. & M. Digest, defines libel as follows: 
“A libel is a malicious defamation, ex- 
pressed either by writing, printing or 
by signs or pictures or the like, tending 
to blacken the memory of one who is 
dead, or to impeach the honesty, in- 
tegrity, veracity, virtue or reputation, 
or to publish the natural defects, of one 
who is living, and thereby expose him 
to public hatred, contempt and ridicule.” 
In Honea v. King, supra, we held that, 
in determining whether the written 
words are libelous, the entire article 
must be considered and construed, and 
the words used must be taken in their 
plain and natural meaning. When we 
have done this we find nothing in the 
letter which tends “to impeach the 
honesty, integrity, veracity, virtue or 
reputation” of appellant, nor anything 
to “expose him to public hatred, con- 
tempt and ridicule.’ True, the letter 
states the bank holds some notes which 
were charged off because uncollectable. 
But that does not amount to a charge 
of dishonesty, nor impeach his integrity, 
for we all know that many honest men, 
men of high integrity, sometimes be- 
come unable to pay their honest debts. 
The words used do not impute to him 
a want of capacity or fitness to engage 


vere 
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in his profession as a lawyer, and 
nothing is said which can reasonably 
be construed to be a reflection on him 
in his professional capacity. The most 
that can be said is that there is an 
imputation of insolvency which is not 
actionable per se. 17 R. C. L. p. 307, 
§ 47. 

The words used not being libelous 
per se, and there being no allegation of 
special damages, the complaint failed 
to state a cause of action, and the de- 
murrer was properly sustained. 


Affirmed. 


BANK LIABLE AS GUARANTOR 
OF NOTES 


Hunter v. Barronett State Bank, 
Supreme Court of Wisconsin, 
234 N. W. Rep. 746 


While a bank has no authority to 
indorse for accommodation and cannot 
be held liable on such an indorsement, 
it will be liable to the holder if it in- 
dorses for accommodation or guarantees 
the payment of notes, where it appears 
that it received the proceeds of the 
notes in payment of a debt owing to it 
by the maker of the notes. 


Action by Clara T. Hunter, plain- 
tiff, commenced on the 30th day of 
March, 1929, against the defendant, 
Barronett State Bank. From a judg 
ment rendered in favor of the plaintiff 
on the 16th day of December, 1929, 
the defendant appeals. 

OPINION OF THE COURT 

OWEN, J.—On and prior to the 
10th day of October, 1921, the Bar- 
ronett State Bank owned and held the 
unsecured notes of one August E. John- 
son, aggregating $758, exclusive of in- 
terest. Except one note for $50, all 
were renewals of prior notes. The 
plaintiff was a depositor and customer 
of said bank. She had a small amount 
of money which she loaned from time 
to time. Some time prior to October 
10, 1921, the cashier of defendant bank 
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requested or suggested that she loan to 
August C. Johnson the sum of $1,000, 
secured by a real estate mortgage upon 
80 acres of wild land in Barron county, 
which at that time was worth not to 
exceed $1,000. The plaintiff had a 
mere social acquaintance with Johnson, 
and knew nothing of his financial re- 
sponsibility. The cashier of the bank 
assured her that the security was of 
the very best, and that, in addition, the 
bank itself would guarantee the paper. 
The plaintiff made the loan to Johnson, 
and the trial court found that in doing 
so she relied upon the guaranty of the 
bank, and that she would not have 
made it but for such guaranty. After 
making the loan, Johnson left the state, 
and plaintiff has been unable to realize 
anything upon her mortgage. Although 
at the request of the bank she turned 
the note and mortgage over to it to 
enable it to secure payment or collec- 
tion of the loan, efforts in that behalf 
seem to have been unavailing. This 
action is brought to recover on the 
bank’s guaranty of payment written on 
the back of the note at the time it was 
delivered to the plaintiff. 

The bank defends on the ground 
that it did not authorize the guaranty, 
and that it is ultra vires and void. 
While the act of the cashier in placing 
the guaranty on the back of the note 
was not authorized by any vote or act 
of the stockholders or directors of the 
bank, the cashier was the active manag: 
ing officer of the bank, the indorsement 
was made for the benefit of the bank, 
and the bank was benefited by the 
guaranty, as will be shown. These 
facts were found by the trial court 
upon sufficient evidence, and, under the 
circumstances, the bank cannot avoid 
payment on the ground that the cashier 
was not authorized to place the guar’ 
anty of the bank on the back of the 
note. 

It is well settled that banks may not 
lend their credit or become liable as 
accommodation indorsers. American 
Express Company v. Citizens’ State 
Bank, 181 Wis. 172, 194 N. W. 427; 
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Best v. State Bank, 197 Wis. 20, 221 
N. W. 379. While in form the guar’ 
anty of the bank in this case was a 
mere extension of its credit or an ac 
commodation indorsement of the note. 
such was not the substance of th 
transaction. Johnson owed the bank an 
amount nearly equal to the amount of 
plaintiff's loan. The bank, in its effort 
to realize cash on these unsecured 
notes, might have taken Johnson’s note 
and mortgage running to itself and 
transferred it to the plaintiff or any 
other person. Its indorsement of the 
note would have been within the scope 
of its powers (see cases above cited), 
and it would have been liable thereon. 
In such case the act of the cashier 
would unquestionably have been the 
act of the bank. For reasons sufficient 
to itself, it saw fit to have Johnson 
make the note and mortgage directly 
to the plaintiff; itself guaranteeing the 
payment of the note. The bank ar- 
ranged the transaction, it procured 
the note and mortgage from Johnson, 
and it delivered them to the plaintiff. 
The plaintiff paid the bank the amount 
loaned. The bank deposited that loan 
to the credit of Johnson, and immedi- 
ately charged Johnson with the amount 
of the notes which it held against him— 
those which were not as well as those 
which were due. The bank, thereafter, 
received the benefit of this transaction 
as fully as it would have if Johnson 
had executed the note and mortgage 
directly to the bank. That under such 
circumstances the bank is estopped to 
claim that the act is ultra vires is held 
by the great weight of authority and, 
especially, by this court. American 
Express Company v. Citizens’ State 
Bank, 181 Wis. 172, 194 N. W. 427. 
The authorities were so fully reviewed 
in that case that nothing further need 
be said. The bank was benefited by 
the plaintiff’s‘loan. It enjoyed nearly 
the entire fruits of the transaction. Al- 
though in form its guaranty constituted 
a mere lending of its credit, in sub- 
stance it was a collection of notes 


owned and held by it of doubtful value. 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G MAC obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by individuals, institutions and 
thousands of banks the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL Motors 
ACCEPTANCE CORPORATION 


OFFICES IN 


Executive Office 


PRINCIPAL 


BROADWAY at 57TH STREET 


cirires 
- New York City 





CAPITAL, SURPLUS AND UNDIVIDED PROFITS * 





OVER $80,000,000 





It was estopped from claiming its 
guaranty to be an ultra vires act. 
Judgment affirmed. 


LIABILITY UNDER FIDELITY 


BOND 
Kings, Inc., v. Maryland Casualty Co., 
Supreme Court of Tennessee, 


33S. W. Rep. (2d) 57 


A fidelity bond, covering a number 
of employes, provided for adding new 
employes to the list and striking out 
those who severed their connection with 
the insured. The bond covered any 
losses “discovered during the continu- 
ance of this bond or within six (6) 
months after its termination.” One of 
the listed employes was discharged and 
a year later certain defalcations of his 
were discovered. It was held that the 


words “during the continuance of this 
bond” referred to the bond itself and 
not to the termination of the liability 
as to the discharged employe. The 
surety company was accordingly held 


liable. 


Suit by Kings, Incorporated, against 
the Maryland Casualty Company. De- 
cree for complainant, and defendant 


appeals. 
Affirmed. 
OPINION OF THE COURT 
CHAMBLISS, J.—This suit was 


brought to recover on a bond, of the 
schedule type, indemnifying the com- 
plainant employer against loss by de’ 
falcation, etc., of a listed employe. 
A demurrer was overruled by the 
chancellor, and defendant has appealed. 
The determinative question is one of 
construction of the contract of indem- 
nity, specifically of the application to 
be given the word “bond” as it ap- 
pears in certain context. 

Provision is made for adding new 
employes to the schedule, and for 
striking out and canceling coverage of 
any one or more, from time to time, 
and termination of liability accordingly. 
An express condition precedent to the 
right of recovery in all cases reads as 
follows: “(2) That any loss covered 
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hereunder be discovered during the 
continuance of this bond or within six 
(6) months after its termination, and 
notice of such loss be sent,” etc., 
“within ten (10) days after the dis- 
covery of the loss,” etc. 

An employee named Bane was let 
out and the bond as to him canceled 
upon notice effective as of July 1, 1929, 
A year later it was discovered that he 
was short as the result of defalcations 
previous to July 1, 1929, and the bond- 
ing company was then notified. The 
substance of the defense is that more 
than six months had been allowed to 
elapse since the termination of the 
bond as to this employe. The chan- 
cellor was of opinion that the word 
“bond,” as employed in the condition 
clause above quoted, referred to the 
bond as a whole held by the employer; 
that the six months’ limitation had ap- 
plication to the termination of the con- 
tractual relation of the insured employer 
to the bonding company as _ insurer, 
rather than the date of termination of 
the bonding liability as to any indi- 
vidual employe named in the schedule. 
He held, and it is here insisted, that 
the language “during the continuance 
of this bond,” about the meaning of 
which this controversy arises, not being 
specifically directed or limited by ex- 
press words, as it well might have been, 
to the several employes scheduled, must 
be construed to apply to the general 
bond obligation running to the 
ployer. 

It is plausibly argued that this bond- 
ing contract as a whole contemplates 
assumption of liability for distinct indi- 
viduals, varying in number and _ per- 
sonnel, with compensation payable 
accordingly, and that it is unreasonable 
to assume that the indemnor would 
undertake to continue liability on ac- 
count of cancelled off employes in- 
definitely. It is argued that under this 
construction an unknown liability might 
continue for fifty years. 

This could be so only if the contract 
was continued in force between the 
employer and the bonding company, 


em- 
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upon the payment of the stipulated 
consideration from year to year, and 
only if the employer continued in 
ignorance of the loss. By other condi- 
tions the employer is required to give 
notice within ten days to the home 
office of the bonding company after dis- 
covery of the loss, to be followed by 
itemized information. Certainly, ac- 
cording to the law of averages under- 
lying all forms of insurance, little risk 
of hurtful delay could exist under such 
conditions. And, too, even under the 
construction insisted on for the com- 
pany, many years might elapse after a 
defalcation, for if the employee con- 
tinued with the employer and on the 
schedule, the six months limitation 
would not apply. 

However, it must be conceded that 
the intention of the bonding company 
was probably in harmony with the con- 
struction now contended for. But it 


“must also be conceded that the meaning 
‘has been left in doubt, so much so that 


the learned and impartial chancellor 
construes it otherwise. The bonding 
company was the draftsman of the 
contract, and this being so we are con- 
strained to give the benefit of the doubt 
to the insured, in accordance with the 
universally approved rule that, “con- 
tracts of 
for 


companies acting as surety 
compensation must be construed 
most strongly against the insurer and 
in favor of the indemnity.” Cambria 
Coal Co. v. Nat. Surety Co., 141 Tenn. 
270, 209 S. W. 641. Our cases are 
all to the same effect. The rule ap- 
plies in all insurance cases when the 
contract has been “so framed as to 
make necessary a judicial construction.” 


Royal Ins. Co. v. Vanderbilt Ins. Co., 
102 Tenn. 264, 52 S. W. 168, 170; 
Ins. Co. v. Dobbins, 114 Tenn. 227, 


239, 86 S. W. 383; Hoffman v. Ins. 
Co., 88 Tenn. 735, 14 8. W. 72; Co- 
operative Stores Co. v. U. S. F. & G. 
Co., 137 Tenn. 609, 621, 195 S. W. 
177, and others. 

It results that the 
afhrmed. 


decree must be 
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World's Largest 
Bank Vault 


THIS ENTIRE TRAIN OF 38 CARS contains one- 


half the shipment of the immense vaults for 


BANK OF JAPAN 
Tokyo, Japan 


By far the largest export contract for vault work ever 


awarded, it is another noteworthy instance of 


YORK PREEMINENCE 


YORK SAFE AND LOCK CO. 
YORK, PENNSYLVANIA 
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AMPERE BANK & 
TRUST COMPANY 
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New Building of the Ampere Bank and Trust Company, East Orange, N. J. 


TANDING on a prominent triangular plot the recently 
completed building of the Ampere Bank and Trust 
Company is creating a new land mark in the business sec- 
tion of East Orange. The exterior has a polished granite 
base; variegated limestone trim and a range of light col- 
ored face brick, harmoniously blending with the stonework. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street ; - ° ° New York 














LIABILITY OF TRUST COMPANY, 
ACTING AS TRUSTEE UNDER 
WILL, FOR DEFECTIVE 
BUILDING 


Streicher v. Mercantile Trust Co., 
Supreme Court of Missouri, 31 


S. W. Rep. (2d) 1065 


This action was brought against the 
cefendant trust company by a painter 
t» recover damages for injuries result- 

g from a fall which occurred while 
he was painting a building of which 
the trust company, as trustee under a 
will, had charge. The fall was due to 

defective window sash which the 
plaintiff grasped to support himself 

hile engaged in the work of painting. 
A charge of negligence was based on 
.e fact that the person connected with 
the trust company’s real estate depart- 
ment, who had charge of its building 
ffairs, had knowledge of the defective 
condition of the sash and had failed to 
warn the plaintiff. 

On the trial the court charged the 
jury (instruction No. 4) that “if you 
find and believe from the evidence in 
this case that the window cash men- 
tioned in the evidence was reasonably 
safe for the purpose for which it was 
constructed and maintained, then there 
can be no recovery in this case against 
defendant Mercantile Trust Company, 
and your verdict must be for that de- 
fendant.” 

The jury decided in favor of the de- 
fendant. Upon the appeal it was held 
that, under the circumstances, the in- 
struction above-quoted was erroneous 
and the decision of the lower court 
was reversed and the case remanded 
for a new trial. 


OPINION OF THE COURT (IN PART) 


The trust company had charge and 
control of a building as trustee under 
a will. One Friel, connected with its 
real estate department, was its super- 
visor of repairs. In June, 1925, the 
trust company, through Friel, contracted 
with Dowling & Co. for the painting 
of the exterior of the building. Friel’s 
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authority so to act for the trust com- 
pany is not questioned. Plaintiff was 
one of the painters employed by Dow- 
ling & Co. on this work, and while 
so engaged was injured by falling from 
a second story window, the sash of 
which he was painting. The window 
of which the sash formed a part was 
an oval window located in a semicircu- 
lar tower opening from an office room. 

About a month before plaintiff's in- 
jury a Miss Fentwengler, employed in 
said office, discovered that the window 
was in a defective condition, such that 
the window both lower and 
upper, could easily be pushed outward 
so as to be held only by the ropes upon 
which they were suspended. Some- 
times the wind would push out the 
This condition was reported 
and demonstrated to Friel, who thus 
became possessed of actual knowledge 
thereof, but nothing was done _ to 
remedy it prior to plaintiff's injury. 

Plaintiff had been engaged on the 
painting work five or six days prior to 
his injury. Before beginning the work, 
an assistant, at plaintiff's direction, had 
made an inspection of the building to 
see “if everything was all right,” and 
had reported to plaintiff that every- 
thing was all right. Plaintiff had no 
knowledge or notice of the defective or 
insecure condition of the sash or win- 
dow prior to his injury. Neither Friel 
nor any one had notified or 
warned him or his employers or any 
of the workmen engaged on the work, 
nor had plaintiff noticed anything about 
the sash or window to indicate the 
condition above mentioned. It moved 
up and down, “as a normal sash usu- 
ally does,” and to the eye appeared to 
be all right. 

At the time of his injury plaintiff 
was applying the second coat of paint 
to the sash. In the application of the 
first coat a ladder had been used, but 
in applying the second coat it was not 
practicable to use a ladder, owing to 
the oval shape of the window and the 
fact that neatness and nicety of finish 
were necessary, which could not be 
The customary 


sashes, 


sashes. 


else 


effected from a ladder. 


The Seward National Bank 
and Trust Company 


OF NEW YORK 


An independent Bank offering a 


complete 


banking service under 


the direct supervision of its officers. 


Foreign 
Exchange 


Letters of Credit 
Travelers Checks 


Safe Deposit 
Vaults 


2 PARK AVENUE 


Branch at 93rd Street and Amsterdam Avenue 





and proper method of doing second 
coat work was for the painter to stand 
on the sill with his body outside the 
window, steadying himself by holding 
to the sash with one hand. Plaintiff 
had finished painting the second coat 
on about fifty window sashes of the 
building, doing the work from the 
window sills in the usual way, as above 
described, before coming to this one, 
and, while he was so doing, defendant's 
inspector had been on the ground from 
time to time, and had seen him so en- 
gaged, and therefore knew he was doing 
the work in that manner. 

Coming to the window in question, 
plaintiff raised the lower sash, placed 
his paint pot on the sill, climbed out 
on the sill, and lowered the upper sash 
about two feet. Taking hold of the 
upper part thereof, he reached down 
to take a dip of paint from the pot, and 
the sash gave way and pulled out, pre- 
cipitating plaintiff and the window sash 
to the sidewalk about twenty feet 
below, and inflicting upon plaintiff 
severe injuries, for which he sues... . 

We are of the opinion that the 
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giving of defendant's instruction No. 4 
was reversible error. It directed a 
verdict for defendant, if the jury found 
that the window sash was reasonably 
safe “for the purpose for which it was 
constructed and maintained,” ignoring 
other allegations of negligence which 
plaintiff's evidence tended to prove. 
So to instruct, in such circumstances, 
is, . . . reversible error. See Brooks 
v. Menaugh (Mo. Sup.) 284 S. W. 
803; Bussey v. Don (Mo. Sup.) 259 
S. W. 791; Horigan Realty Co. v. 
Honan (Mo. Sup.) 275 S. W. 949, 
955; Spindler v. Wells (Mo. Sup.) 
276 S. W. 387. Plaintiff's evidence 
showed that in applying the second 
coat of paint to the window sashes he 
stood upon the window sills with his 
body outside the windows and held to 
the sashes for support; that such was 
the only way in which the work could 
be done properly, and was, moreover, 
the customary method of experienced 
painters in doing such work; that de- 
fendant through its inspector knew he 
was following that method; the inspec- 
tor, having seen him so working on the 
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other windows before he reached the 
one in question, therefore should have 


anticipated that he would continue in 
the same manner, and that, with re- 
spondent’s knowledge, the window sash 
in question was so insecurely held in 
place as to make it hazardous for plain- 
tiff to attempt to paint it in that way. 
In those circumstances respondent owed 
laintiff the duty of warning him of 
he danger which, as the evidence 
hows, was unknown to plaintiff. No 
varning or notice of such danger was 
iven. That allegation of negligence, 
leaded and supported by evidence, was 
mored in the instruction complained 
ey rs 

It is claimed that plaintiff, 
hough an invitee, “exceeded his in- 
vitation” in going upon the window sill 
nd holding to the sash. Respondent 
(the trust company) says: “A window 
ash is not intended for use as a 
trapeze.” No, but plaintiff was em- 
vloyed to paint the window, and was 
doing it in the way such work cus- 
tomarily was done. Respondent, in 
ontracting for the work, and appellant, 
in accepting employment, may reason- 
ibly be supposed to have expected, no 
reason to the contrary appearing, that 
the work would or might be done as 
such work was usually done. How 
can it be said then that plaintiff ex- 
ceeded his invitation when he was “in- 


vited” to do the very thing he was 
doing? We see no merit in this con- 
tention. 


KIDDER, PEABODY © CO. IS 
REORGANIZED 


THE firm of Kidder, Peabody & Co., one of 
the oldest banking houses in the country, 
has been dissolved and succeeded by a new 
partnership which will continue the business 
under the same name. 

The new firm is composed of Edwin S. 
Webster, Jr., vice-president of the engineering 
firm of Stone & Webster; Chandler Hovey, 
member of the New York Stock Exchange and 
head of Chandler Hovey & Co. of Boston; 
and Albert H. Gordon, formerly associated 
with Goldman, Sachs & Co. 

Kidder, Peabody & Co. has long main- 
tained offices in Boston, New York, Provi- 
dence and Newark. These will be continued. 
The personnel will also remain the same. 








NO NEED TO 
LOSE MONEY 


A window is silently opened 

. the beam of a flashlight 
locates the bureau drawer... 
rings, pins, and a thick wallet 
tumble into a pocket . . . as 
stealthily as he came the house- 
breaker goes... 

The jewelry is insured; the 
money is gone forever. 

There is no need to lose 
money. A. B. A. Cheques do 
not tempt thieves. They know 
this insured money is useless to 
anyone but the owner. If your 
A. B. A. Cheques are stolen, 
your money is still safe—every 
cent will be refunded. Keep 
A. B. A. Cheques in the house 
instead of cash. 


A-B-A 
CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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1830-1931 


Cruesto Cornguist & Co. 


LIMITADA 


Duenos Aives 


Paid-up Capital: 12,000,000.00 Gold Pesos 





Reserves and Undistributed Profits: 
7,540,596.05 Gold Pesos 





Looking back on 100 
years of activities inti- 
mately related to the pro- 
gress of the Argentine 


Republic. 





We offer our services in 
the banking and other 


fields to strengthen and 


Neh ir dbiosadiaess 


extend the links connect- 


aaa 


ing our country in its 


progressive strides with 
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the business community 
of the world at large. 





We invite business men, 
when in the Argentine, 
to call at our institution, 
assuring them greatest 
efficiency and intelligent 
attention to their special 
interests. 
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Europe’s Tariff Problems 


Nations Favor Co-operation in Principle, but Not in Practice 


By His ExcELLENcy H. CoLijn 
President of the Second Conference of the Commission of Enquiry for European Union of 


the League of 


T its first meeting in September 
last year, the European Commis- 

sion asked to be informed of the 
made at the Conference for 
Concerted Economic Action over which 
] presided last November. I believe I 
innot do better than to go back to the 
Economic World Conference of May, 
1927, the Conference for Concerted 
Economic Action being merely an at- 
tempt to carry into effect the resolutions 
nd recommendations of the 1927 Con- 
ference. 

In doing so, I will first of all deal 
vith the character and the recommenda- 
tions of the World Conference. Fur 
ther, I would call attention to three 
points connected with these resolutions 
ind recommendations: 

1. How they were received. 

How they were carried out. 
The Assembly resolution of 1929 
on economic concerted action. 

On September 15, 1925, the Assem- 
bly, on the proposal of the French 
delegation, invited the Council to con- 
vene a world Economic Conference. 
It was generally felt that an effort 
should be made to reduce the number 
of opportunities for international con- 
flict afforded by rivalry between eco- 
nomic interests and that in view of the 
anxiety felt by a great number of coun- 
tries with regard to their economic sit- 
uation, the time had come to examine 
the most effective methods, if not of 
restoring general prosperity, at least of 
avoiding heavier depression. By 1925 
the currencies of most countries had 
been placed on a sound basis and the 
way was open for a general survey of 


progress 


os 


Excerpts from an address reprinted from 
the Rotterdamsche Bankvereeniging, Amster- 
dam. 





Nations 
the whole economic situation and the 
main difficulties. 

After more than a year of elaborate 
preparation the Conference met in May, 
1927. It consisted of nearly 200 mem- 
bers, all experts in their respective 
spheres of economic activity, coming 
from fifty countries of all the parts of 
the world. 





His ExceLtency H. CoLijn 


The central theme of the Conference 
was that trade barriers, in particular, 
tariffs, are too high and too frequently 
changed. The recommendations there- 
fore stress particularly the necessity of 
reducing these barriers, and they declare 
categorically that “the time has come to 
put an end to the increase in tariffs and 
to move in the opposite direction.” The 
reduction was to be obtained by means 
of autonomous action by the states, by 
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THE BRITISH 


OVERSEAS BANK 
LIMITED 


Capital Authorized. . . .£5,000,000 
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bilateral negotiations and by collective 
and concerted action under the auspices 
of the League of Nations. 

The recommendations of the Confer- 
ence received in the course of 1927 the 
official sanction both of the Council and 
of the Assembly and were well received 
by an overwhelming majority of gov- 
ernments, who declared their intention 
of making their policies conform to 
these recommendations. 

A few weeks after the close of the 
Conference, the Council unanimously 
approved the report of the Conference 
and expressed the opinion that the prin- 
ciples laid down by the Conference 
were calculated to contribute to an im- 
provement of the economic situation of 
the world, and in particular to that of 
Europe. 

The Assembly in September of the 
same year declared that the adoption 
of the recommendations of the Confer- 
ence would effect a substantial im- 
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provement in the present economic 
policies of the world. 

In the course of the same year twenty 
nine governments, twenty of which 
were European, officially expressed 
their attitude toward the conclusions oi 
the Conference. From their declara 
tions it appeared that they all, without 
exception, recognized that the principles 
advocated by the Conference were based 
on a realistic view of the economic sit- 
uation of the world and particularly of 
Europe, and that their application, more 
especially to commercial and _ tariff 
policy, would be calculated to relieve to 
a considerable extent the world eco- 
nomic situation. 

Most of the governments in question 
stated that they intended to apply these 
principles in their own autonomous 
policy as well as in their relations with 
other countries, and they announced 
their willingness to co-operate in any 
concerted action undertaken by the 
League for the purpose of applying the 
recommendations of the Conference. 


PRINCIPLE VS. PRACTICE 


So much for the declarations con- 
cerning the adhesion in principle to the 
recommendations of the Conference. 
The practice, however, did on the whole 
not at all correspond to this enthusiastic 
acceptance. If we limit ourselves to the 
field of tariffs, the first year after the 
Conference saw, it is true, some check 
on the upward movement of tariffs in 
many countries. A number of bilateral 
commercial treaties with tariff agree- 
ments based on the most-favored-nation 
clause had as a result even a certain 
reduction of the tariff levels. But no 
collective effort was made to reduce ex- 
cessive tariffs. 

The second year after the Confer- 
ence shows, however, again a marked 
tendency toward increased protection- 
ism, and the number of bilateral treaties 
providing for tariff reductions grew less. 

In these circumstances the Assembly 
of 1929, when reviewing the progress in 
applying the recommendations of the 
1927 Conference, had to state that, in 
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to 


The customs barriers of Europe, with the height of the barriers corresponding to 
the level of the tariffs. 


spite of a few sporadic efforts, no de- 
cisive movement had occurred in the 
reduction of trade barriers, and no 
serious effort had been made to carry 
out the fundamental idea of the Con- 
ference, namely the idea of closer co- 
operation between nations in their eco- 
nomic life, and reduction of opportuni- 
ties for international conflict. 

In view of the unsatisfactory results, 
the 1929 Assembly thought that the 
time had come to seek new methods 
which would help the world, and in 
particular Europe, to achieve more 
rapidly the object that the 1927 Con- 





ference had in view. Accordingly the 
Assembly invited the governments to 
meet, in order to draw up a program 
of negotiations with the object of im- 
proving economic relations by all prac- 
ticable means, especially by reducing 
hindrances to trade. The conclusion 
of a “customs truce” should precede 
these negotiations so that they could be 
undertaken in an atmosphere of tran- 
quility. 

The first Conference met early in 
1930. 

All states, without distinction, were 
invited to this Conference. 
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By a process of natural selection, 
however, the Conference was composed 
almost exclusively of European states. 

Thereafter the stages of the concerted 
economic action of which I have to 
speak assumed a definitely European 
character, a fact which makes them of 
particular interest for the work of the 
present Committee. 

The first Conference did not achieve 
its main object. 

Instead of a full “customs truce” only 
a kind of semi-truce was agreed upon. 
It provides for a prolongation until 
April 1, 1931, of any bilateral commer- 
cial treaty expiring before that date, 
supplementing this prolongation by a 
system of safeguards intended to secure 
a relative degree of stability in the cus- 
toms systems of the signatory states. 
The “Commercial Convention” signed 
on March 24, 1930, which embodies 
the agreement just referred to, has been 
signed by eighteen European states. 

The Conference also agreed upon a 
list of questions of which the answers 
would form the basis of future negotia- 
tions. This list is contained in the 
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“Protocol” also concluded on March 24, 
1930, and which bears the signature of 
all the European countries. The ques- 
tions inserted in the Protocol cover 
more or less the entire ground as re- 


gards economic relations between na- 
tions, including tariffs. The govern- 
ments were asked to furnish memoranda 


on the exchange of agricultural and in- 
dustrial products and the possible means 
for improving international trade. The 
Economic Committee was to draw up, 
on the basis of these memoranda, the 
complete program of negotiations. The 
Protocol may therefore be considered 
as a complete framework corresponding 
to the idea of European economic union 
which was so strongly emphasized by 
the Assembly of 1929. 

This Conference, which met on No- 
vember 17 and at which were repre- 
sented all the European countries 
through delegates and six overseas coun- 
tries through observers, had a double 
object. First, it was to take a decision 
as to the putting into force of the Con- 
vention of March 24, 1930, and secondly 
it had to begin negotiations on the basis 
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f the program drawn up by the Eco- 
1omic Committee, taking into account 
the memoranda of the governments. 

What have been the results of this 
second Conference? To be quite frank, 
they have been extremely poor. No 
decision was taken as regards the put- 
ting into force of the Commercial Con- 
vention, ten ratifications only having 
been deposited at the time of the Con- 
ference. 

THREE PROPOSALS 

As regards the negotiations them- 
selves, the Conference had before it 
three concrete proposals, all envisaging 
tariff negotiations: a British proposal 
aiming at an all-round reduction of 
tariffs by way of multilateral negotia- 
tions, proceeding by groups and stages; 
a Dutch proposal suggesting saiiaie 
tions between states with autonomous 
tariffs and states with conventional 
tariffs, the first group binding them- 
selves to maintain their liberal system 
in return for tariff reductions to be 
granted by the second group; the third 
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proposal was that of the governments 
of Hungary, Rumania and Jugoslavia, 
with which Poland associated itself, ask- 
ing for a preferential customs treatment 
for the surplus grain produce of these 
countries. 

The Conference, after examining both 
the British and the Dutch proposals 
carefully for several days, came to the 
conclusion that these proposals could not 
form, in present circumstances, the sub- 
ject of multilateral negotiations, and it 
was left to the interested states which 
expressed their readiness to do so, to 
make the proposals the subject of bi- 
lateral negotiations which could be pur- 


sued simultaneously if the parties so 
desired. 

Jeither did the demand of the Dan- 
ubian agricultural countries, although 
in principle favorably regarded by the 
states which constitute the principal 
markets for the produce in question, 
receive a favorable solution, since the 
diffculties—in particular those arising 


out of the most-favored-nation clause— 
appeared almost insurmountable. 


as in the prec 


Here, 
however, the 
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demand forms the subject of further 
bilateral negotiations. 

From the various methods suggested 
for improving the situation of the agri- 
cultural countries of Central and East- 
ern Europe, the Conference retained 
one, i. e., the question of agricultural 
credits, inviting the League to pursue 
energetically, through its Financial Com- 
mittee, the study of this question. 

The Conference of November 17 was 
also invited to attempt to enlarge the 
field of application of the Convention 
for the Abolition of Import and Ex- 
port Prohibitions. The Conference ad- 
journed the consideration of that ques- 
tion also. And the same applies to the 
question of the treatment of foreigners, 
which was also placed on the agenda of 
the Conference. 

The deliberations of the last Confer- 
ence showed clearly that, with one single 
exception perhaps, the governments do 
not consider it possible at present to 
enter into collective negotiations on 
tariff matters. In non-tariff questions 
the governments seem still to be pre- 
pared to co-operate in the work under- 
taken by the League on the basis of the 
protocol of March, 1930. 

That, however, is a very poor con- 
solation for the failure of the action un- 
dertaken under the League’s auspices in 
tariff matters. 

The attempts to carry into effect the 
main resolutions and recommendations 
of the World Conference of 1927, even 
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after they were transferred to an ex 
clusively European field, have failed 
and it is best to say so frankly. 

Then there is the Conference on th 
Treatment of Foreigners. 


It did not 
succeed in establishing an acceptable 
convention, and I _ strongly doubt 


whether the work now being carried on 
in this field among a number of Euro 
pean states will lead to any better re- 
sult, since a liberal régime in regard t 
human activity is merely a pendant to 
a liberal régime for trade. 

What is required for both is a spirit 
of co-operation, which so far has failed 
to materialize. 

Still more unfortunate, and at the same 
time still more characteristic, as regards 
European relations, has been the fate 
of the Convention of November, 1927, 
on Import and Export Prohibitions. 

On this subject it was found neces’ 
sary to hold three successive confer- 
in 1927, 1928 and 1929. After 
two years’ hard work, ratifications 
conditional ratifications, it is true—were 
obtained from almost all the European 
countries, Japan and the United States. 
It seemed as if the goal had almost been 
reached when unfortunately certain 
well-known difficulties of a regional 
nature, and exclusively European, led 
to the dissolution of the imposing group 
of countries which had formed in con- 
nection with this Convention. The 
Convention therefore has not been put 
into force except among seven states, 
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which, moreover, have used the pro- 
hibition system only in exceptional cir- 
cumstances. The engagement entered 
into by these seven states itself expires 
on June 30, 1931, and it may be as 
sumed that they will not consent to re- 
main bound after that date if, the 
bove-mentioned difficulties having been 
liminated, the other European coun- 
tries do not join them. 

Unless the governments exert them- 
elves in one last effort I cannot be con- 
idered unduly pessimistic if I prophesy 
that the Convention on Prohibitions, 
hild of so much care, will cease to 
xist after June 30. 

That would and most probably will 
epresent the second complete failure. 

The third one need hardly be men- 
ioned after what I have said already: 
he failure of our last Conference. 

We failed in putting the Commercial 
Convention into force. 

We failed in discovering a possibility 
for collective lowering of tariffs. 

As far as the plight of the agrarian 
countries in Central and Southeast 
Europe is concerned, we had to be satis- 
fied with a recommendation that the 
Financial Organization of the League 
should study the possibility of organiz- 
ing agricultural credits in those states. 
That is all there is to say. 

The World Conference of 1927 was 
far from satisfied with the situation 
then existing. 

It condemned the tariffs as they then 
were. 

It condemned other excessive forms of 
hindrances to normal trade, such as 
dumping, export bounties and other 
means of indirect protectionism. 

All that was equally condemned by 
nearly all responsible government au- 
thorities and the sentences were even 
accompanied by solemn declarations of 
intended improved behavior. 


WORSE THAN IN 1927 


Now, after nearly four years of hard 
work, we have to satisfy ourselves with 
the statement that the present situation, 
instead of being an improvement on the 
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then existing state of affairs, is worse 
than in 1927. 

No improvement at all. On the con’ 
trary, a gradual sliding backward. 

The deplorable consequence of this 
state of affairs has been that the people 
in a good many countries have lost all 
faith in the economic work of the 
League. 

They hear of conferences and of de- 
bates lasting week after week, and the 
end seems always the same: one or two 
speeches trying to cover up the failure. 

I will not dwell on the probable re- 
action this disappointment may have on 
the confidence of the peoples in the 
work of the League in other spheres, but 
I cannot finish my report without draw- 
ing your attention to the immiment 
danger of these constant failures, first 
of all in the economic field and secondly 
in their possible repercussion on the 
general situation in Europe. 

The repeated failures at Geneva in 
the economic sphere are tending still 
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further to weaken those forces and, 
moreover, to expose them to the ridicule 
of their adversaries, who seize upon 
those very failures as arguments in favor 
of their own theories. 

Thus it is that opposition to a nar- 
row and exaggerated economic national- 
ism is weakening, while there is an ever- 
increasing tendency to accentuate by 
higher and higher barriers that economic 
disunity which places Europe in so 


definitely inferior a position. Further- 
more, these same tendencies ure also 
becoming manifest in those European 


countries which had hitherto pursued a 
moderate economic policy. 

The feeling that certain countries are 
paying heed to their own interests alone, 
and are making it constantly more difh- 
cult for the produce of other countries 
to enter their territories, and that they 
are artificially making it easier for their 
own surplus output to be dumped on 
the markets of countries whose frontiers 
are open to them—this feeling, I say, 
will inevitably constrain the other coun- 
tries to reconsider their policy; sooner 
or later they will no longer be able to 
resist the protectionist forces that are 
developing within them, and they will 
end by reorganizing their commercial 
system. 

As I said in my closing speech at the 
last Conference, if certain passions that 
are now making themselves felt in con- 
nection with tariffs—passions that have 
hitherto been controlled by moderating 
influences, both national and interna- 
tional—are unchained and freed from 
all constraint, they will dominate the 
future, and their domination will be- 
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yond question lead to a general tarifl 
war in our part of the world. 

In my humble opinion, the effect ot 
such a tariff war on the general Euro- 
pean situation would be very grave. 

Such are the dangers of the present 
situation. It is needless to say that all 
who are concerned for the fate of 
Europe should do everything in their 
power to ward off the disastrous conse- 
quences of any increase in the competi- 
tion in economic armaments. 

But is that still possible? 

You realize what Europe might be if 
human enterprise could pour itself out 
unchecked, and what immense progress 
would result, not only for Europe as a 
whole, but also for each of the in- 
dividual nations of Europe. 

I know you are all convinced of this; 
and if an abstract conviction were in it- 
self enough to settle problems, I do not 
doubt that this labyrinth of trenches, 
this mosaic of economic units, large, 
medium-sized and small—every unit, 
however, too small to allow production 
to proceed on truly rational and mod- 
ern lines—would rapidly be transformed 
into a single vast market. 

But we all know that behind the 
shelter of age-old dividing walls, de 
facto situations have been created which 
we cannot hope to overthrow in a day. 

I confess, however, that I could not 
understand the present Committee’s pur- 
pose if its ultimate aim—however dis- 
tant—were not that which I have just 
indicated; I know, of course, that long 
years, generations perhaps, still lie be- 
tween us and the goal, and that we 
must go slowly, gradually, carefully ar- 
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ranging all the necessary transitional 
stages. 

The picture I have just painted is 
dark indeed. I think, however, that 
there is yet time to prevent at all events 
some of the dangers, provided that ef- 
fective action is not delayed too long. 
I therefore venture to urge the necessity 
of taking the crucial opportunity which 
lies before us now, namely to continue 
the bilateral negotiations at present pro- 
ceeding until a successful conclusion is 
reached; otherwise, I repeat, we shall 
have to give up the “Commercial Con- 
vention” too. 

Should these negotiations, too, ulti- 
mately fail, it would be impossible to 
put the Commercial Convention into 
effect or to maintain it in force at the 
end of each half-year. On the other 
hand, if these negotiations offer any 
chance of success, it will be possible to 
conclude a kind of armistice. The Com- 
mercial Convention is certainly not an 
outstanding piece of work; nevertheless 
it at least introduces into commercial 
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relations a certain stability, which is 
necessary to enable fresh negotiations to 
be carried on, but which cannot be at- 
tained unless there is a manifest inten- 
tion to reduce tariffs. 

These two objects influence each other 
to an equal degree. 

The dangers I have pointed out 
dangers which, if not removed, will 
undoubtedly defeat the work of the 
European Committee—may yet be 
avoided if prompt measures are taken 
to insure the success of the bilateral ne- 
gotiations that are about to be opened, 
and if, too, the Commercial Conven- 
tion is put into force, through the favor- 
able conditions which may be created 
thanks to those bilateral negotiations. 

You have undertaken the task of 
bringing the nations of Europe nearer 
together and providing for closer col- 
laboration between them. 

Would it not be desirable in the first 
place to prevent those nations from 
drifting further and further apart? 
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The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


HE most important change in the 
political situation in Europe that 
has taken place in some time is 

the naval accord finally reached between 
France and Italy. These two countries, 
it will be remembered, failed to sign 
the agreement entered into by the 
United States, Great Britain and Japan 
at the London Naval Conference, but 
by their present arrangement they will 
become parties to this understanding. 
Prior to the recent composition of their 
differences, there were indications that 
the two countries might enter into a 
naval race that would have been a 
source of irritation with the possibility 
of hostilities lurking in the background. 
Failure of France and Italy to agree on 
their respective naval programs, might 
conceivably have menaced the peace 
of Europe; almost certainly it would 
have upset the arrangement entered into 
at London, since greater naval expan- 
sion than had been contemplated at 
the London Conference on the part of 


Italy and France would necessarily 
have caused concern in Downing 
Street and would have forced the 


British Government to resort to the 
provision in the London pact which 
authorized England to increase her 
naval program in certain eventualities. 
That both Japan and the United States 
would have felt themselves impelled to 
take a like course is more than prob- 
able. Thus there would inevitably have 
followed a renewal of the naval race 
which the London Conference was de- 
signed to prevent. For several years, 
at least, this danger is removed. As 
a factor in contributing to more stable 
political relations between the coun- 
tries of Europe, the Franco-Italian naval 
accord must be hailed as a_ great 
achievement. It is especially significant 
as indicating the forces working in 
the direction of preserving world peace. 
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Another favorable development is to 
be found in a lessening of the political 
tension existing for some time between 
Great Britain and India. While it 
cannot as yet be said that the differ- 
ences between the British Government 
and the Congress party in India have 
been adjusted, an agreement has been 
entered into which justifies the hope 
of their early adjustment. With the 
settlement of the difference between 
France and Italy, and the brighter 
prospects of amity in the relations of 
Great Britain and India, two menacing 
clouds disappear from the political 
horizon, nor can others of a serious 
character now be descried. Whatever 
may be the relative importance of 
economic and political considerations 
in the appraisal of a country’s position 
as a field for enterprise and outside 
investment, there is no doubt that poli- 
tical instability is a factor of major 
importance in impairing confidence on 
the part of outside investors. As the 
economic recovery of Europe is de- 
pendent, to some extent, on the resump- 
tion of foreign lending, an approach 
to greater political stability must be 
regarded as offering hope for the coun- 
tries that may be in need of outside 
financial help. Hardly less important 
than the political matters already men- 
tioned is the changed attitude of France 
in relation to foreign loans. While 
this change has been foreshadowed for 
some time, it has now actually occurred, 
since France has participated in several 
recent foreign loans. Whether the 
ability of the French to take an im- 
portant share in international lending 
may be somewhat circumscribed by a 
decline of internal and foreign trade 
and growing unemployment, remains to 
be seen. Countries that have been 
outside borrowers in recent years, and 
have now found this source of stimula- 
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tion greatly curtailed, are by no means 
without companions in suffering from 
the effects of the depression. They are 
in company with nations fully able to 
lend, England being the most conspicu- 
ous, and now promising to be joined 
by France. 


GREAT BRITAIN 


The political atmosphere has been 
changed somewhat by the more promis- 
ing outlook in the relations with India 
and the naval agreement between 
France and Italy. Prime Minister 
MacDonald’s adroit management of the 
Round Table Conference on India, 
aided by Lord Irwin, the Viceroy for 
India, brought about the first of these 
understandings, and the labors of 
Foreign Minister Henderson were in- 
strumental in helping France and Italy 
to reconcile their naval ambitions. 
These events have enhanced the pres- 
tige of the Labor party and have, per- 
haps, assured it a longer lease of life 
than could have been reasonably ex- 
pected a few weeks since. So much 
antagonism was aroused against the 
Trades Dispute bill, brought forward 
by the government, that it was dropped 
in the committee stage of consideration. 
A rejection of this measure by the 
House of Commons would have called 
for the resignation of the MacDonald 
cabinet. There remains the controversy 
to arise over the budget, which is cer- 
tain to reveal a heavy deficit. If the 
leader of the Liberal party, upon whom 
the Government depends for support, 
should suddenly develop a predilection 
for economy in public expenditure—a 








turn of affairs hardly to be expected— 
the government might go to defeat on 
its budget record and proposals. 

THE RESTORATION OF PROSPERITY 

It has been assumed in some quarters 
that British industry and trade are 
suffering from a depression whose 
causes are unknown and for which no 
remedies can, therefore, be found. This 
assumption is not correct. At any 
rate, the situation has been frequently 
diagnosed by men eminent in the bank- 
ing and industrial world, and they are 
in substantial agreement as to the 
hindrances to the development of trade 
and industry and‘as to what must be 
done to remove them. There are two 
major obstacles impeding the return of 
prosperity: heavy taxation, and exces- 
sive costs of production. Plans are not 
wanting designed to bring about the 
necessary reduction in both these items; 
the difficulty lies in applying them. 
Once the gravity of the situation be- 
comes sufficiently recognized—and that 
recognition seems not far oft—differ- 
ences about methods will probably dis- 
appear, and the usual stride of British 
trade and industry gradually restored. 


THE INTERNATIONAL POSITION 
How the United Kingdom stands 


with reference to trading with the out- 
side world appears from the annual 
Board of Trade returns. The excess of 
imports of merchandise in 1930 was 
£387,000,000, compared with £382,000,- 
000 in 1929; bullion imports exceeded 
exports by £5,000,000 in 1930, compared 
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with £16,000,000 excess of exports in 
1929. Estimates of excess of government 
receipts from overseas, net national ship- 
ping income, income’from overseas in- 
vestments, net receipts from _ short 
interest and commissions, and miscel- 
laneous net receipts, show a total credit 
balance on these items of £39,000,000 
for 1930, compared with £138,000,000 
in 1929. Thus, on balances arising 
from the sources indicated, there was 
a falling off of nearly £100,000,000 
available for overseas investment. But 
the offerings in the London market, on 
foreign account, as reported by The 
Economist, were in excess of £97,000,- 
000 in 1930, or some £58,000,009 more 
than the margin on current account. 
The net income from shipping in 
1930 was £105,000,000, and from over- 
seas investments £235,000,000. These 
two items alone aggregated £340,000,- 
000, or within £47,000,000 of being 
sufficient to meet the excess of mer- 
chandise imports. Serious as is the 
shrinkage of nearly £100,000,000 on 
the international trading account, that 
a credit balance of £39,000,000 has 
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been shown, in the face of depressed 
trade and the fall in prices, must be 
taken as an evidence that the position 
of the United Kingdom with respect 
to world trade remains exceptionally 
strong. 

As somewhat counteracting this hope- 
ful outlook, it is to be noted that the 
country’s foreign trade for the first 
month of 1931 was decidedly unfavor- 
able. Compared with January, 1930, 
the total imports declined by £26,200,- 
000, a decline of 25.8 per cent., while 
total exports fell off by £22,900,000, 
or 35.5 per cent., these reductions 
being greater than can be accounted 
for by the fall in prices. They can be 
explained, to a large extent, by 
diminished buying power of the coun- 
tries trading with Great Britain. 
Troubles in the cotton and coal in- 
dustries were among the factors con- 
tributing to a decline in the country’s 
exports. 

Since the buying power of several 
of Great Britain’s customers among the 
European nations depends, at present, 
upon their ability to borrow, the action 
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of France in resuming foreign lending, 
and the probability that America is 
soon to take larger amounts’ of 
European securities, should have a 
favorable effect on British trade. As 
already mentioned, the relief of tension 
between France and Italy, and the 
better understanding between France 
and England respecting financial opera- 
tions, are favorable factors which have 
not as yet had time to demonstrate 
their value, but that they will have a 
beneficial influence of wide import can- 
not be doubted. 


NEW CAPITAL ISSUES 


As reported by The Statist, only four 
important public offerings of capital 
were made in February, and these rep- 
resented 78 per cent. of the aggregate 
new investments during the month, 
which amounted to £20,250,000. Sub- 
scriptions to five other small miscel- 
laneous issues and nine gas and water 
issues brought the total amount of new 
capital subscribed publicly up _ to 
£16,700,000, or 82 per cent. of the 
total new money raised. Of the bal- 
ance of approximately £3,600,000, 
£2,400,000 was made up of issues to 
shareholders and £1,200,000 of private 
placings. The actual number of cash 
issues recorded during the month was 
thirty-three, or one more than _ the 
number in January. 

Trade issues represented less than 
30 per cent. of the aggregate new in- 
vestments in February and showed a 
decline of £4,000,000 on the figure for 
January, £6,500,000 on February last 
year, £23,600,000 on February, 1929, 
and nearly £30,000,000 on the cor- 
responding month in 1928. The de- 
tailed figures of new capital issues for 
February are as follows: Government, 
£11,640,000; municipal, £2,674,000; 
land, buildings, etc., £2,203,000; mines, 
£1,650,000; electric supply, £592,800; 
investment trusts, £500,800; commer- 
cial and industrial, £375,600; gas and 
water, £368,000; breweries, £188,000; 
tea and rubber, £65,700. 

As regards the geographical distribu- 
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tion of the new capital, 31.8 per cent. 
was destined for employment at home, 
68 per cent. in the colonies and 
dominions, and 0.2 per cent. (£50,000) 
in foreign countries. 

New capital subscriptions during 
the first two months of the current 
year show a fall of £13,750,000, or 31 
per cent., on the total for the corres- 
ponding period of last year, trade 
issues accounting for £12,500,000, or 
91 per cent. of the decline. 


FRANCE 


There have been two or three addi- 
tional bank failures of late, bringing 
the number in recent months up to a 
considerable figure, although it must 
be said to the credit of French bank- 
ing that none of the really prominent 
banks either in Paris or the provinces 
have been among those that have suc- 
cumbed. But these failures, while gen- 
erally unimportant in themselves, have 
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not been without some depressing effects 
on an economic situation tending for 
some months in an unfavorable direc- 
tion. France was among the last of 
the great nations to feel the effects of 
the general depression, and even now 
shows far less signs of the strain than 
most other countries. If, as many 
believe, a turn for the hetter is taking 
place, France may escape with only 
minor disturbance to the country’s in- 
dustry and trade. 

That unemployment is increasing may 
be inferred from the fact that the 
budget relief appropriation for the un- 
employed, originally put at 25,000,000 
francs, was increased first to 100,000,- 
000 and later to 125,000,000 francs. 
There are still very few unemployed 
now drawing allowances, which cannot 
be accepted as trustworthy evidence 
that only a few are out of work. An 
explanation is to be found in the fact 
that the French workman is exceedingly 
thrifty, laying up for the proverbial 
rainy day, and that he is extremely re- 
luctant to accept public aid. 


GERMANY 


How the situation in this country 
is viewed from an authoritative Ger- 
man standpoint may be seen by some 
quotations from a publication entitled, 
“Germany's Economic Development 
During the Second Half of the Year 
1930,” issued by the Reichs Kredit- 
Gesellschaft Aktiengesellschaft, Berlin. 

“It is economically unsound for 
capital to be driven from centers in 
which it is scarce to places where it is 
abundant instead of in the opposite 
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direction. It is also economically un- 
sound for capital to move from one 
country to another without due allow- 
ance for the fact that the accumulation 
of capital and its uses are very deli- 
cately balanced, and that this relation- 
ship can only change very slowly, 
evolving gradually in accordance with 
the salient needs and functions of the 
various national economic systems. It 
is for this reason that the payment of 
reparations is economically unsound. 
The reparations payments in effect are 
transfers without countervalue, by a 
country in need of the respective funds, 
to other countries already over-supplied 
with capital, and they accordingly tend 

lower the standard of living of the 
entire world. Economically speaking, 
these reparations give rise to a particu- 
larly serious maladjustment if the re- 
cipient countries have no actual use 
for the capital they receive, and there- 
fore demand payment in gold, only to 
hoard it, and thus make it more ex- 
pensive to those countries who really 
do need the yellow metal. It is 
economically unsound for capital to 
migrate from Germany to Switzerland 
and other countries, purely on the 
grounds of lower taxation or sup- 
posedly greater safety. Equally in- 
opportune is the withdrawal of French 
credit balances from all corners of the 
world, with France unable to derive 


any corresponding economic _ benefit 
from such accumulation. Previously, 
that is, in the years 1928-29, it was 


economically unsound for international 
capital to flow in such large volumes 
into the American stock market, with 
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the idea of profiting from an apprecia- 


tion of equity values. The flow of 
capital from many of the former bellig- 
erent nations to the non- participants, 
the so-called neutral countries, which 
has been and is still going on, is also 
economically unsound. It is a conse- 
quence of the practice of confiscating 
foreign private property during and 
after the war.” 

“During the year just ended Ger- 
many’s greatly diminished surpluses of 
production were probably just barely 
equal to her fixed charges to foreign 
countries, so that, even leaving out of 
comsilieasian the general depreciation 
in values, the net result has been the 
partial consumption of past accumula- 
tions rather than the formation of new 
capital. Although agricultural produc- 
tion was maintained at its previous 
levels, and the import balance of food- 
stuffs was further reduced, this was 
not sufficient to prevent the consum p- 
tion of capital. Nevertheless, expendi- 
tures for the extension of productive 
and consumptive equipment were under- 
taken, although in substantially smaller 
volume than in previous years. These 
were presumably paid for by a decrease 
in inventories, and by postponing ex- 
penditures for maintenance and_ re- 
newals. 

“The falling off in the rate of in- 
crease of savings deposits is a symptom 
of declining capital formation, even 
though it is no measure of volume. 
Other factors tending to affect savings 
are changes in popular investment con- 
cepts and a general liquidation of in- 
vested funds. Moreover, during the 
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last two years political and quasi-poli- 
tical considerations have at intervals 
given rise to extensive fluctuations in 
the growth of savings. Total additions 
to savings deposits in 1930 were about 
half as large as the average increase of 
recent years. 

“As described above, the withdrawals 
of capital served partly to reduce Ger- 
many’s foreign short term obligations, 
and partly to acquire balances or securi- 
ties abroad. Insofar as the latter can 
be counted as a form of secondary re- 
serve, it may be said that Germany's 
relative position has been strengthened. 
The extent of this improvement may 
be gathered from the balance of pay- 
ments. The net debit balance for 1930 
amounted to about 500,000,000 reichs- 
mark, to offset which Germany took 
up long term loans aggregating roughly 
1,500,000,000 reichsmark. The differ- 
ence was, of course, applied to the 
repayment of foreign short term obliga- 
tions and to the repurchase of securi- 
ties, in which respect Germany's posi- 
tion as against foreign countries was 
thus improved by about a billion reichs- 
mark.” 

AUSTRIA 


There is no anticipation of an im- 
mediate improvement in the generally 
unfavorable business and _ industrial 
situation in Austria. Imports during 
January were valued at $24,000,000 
and exports at $13,000,000, as com- 
pared with $34,000,000 and $22,000,- 
000, respectively, in December. The 


number of unemployed receiving gov- 
ernment aid on February 15 


is esti- 
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mated at 331,000, as against 317,000 


on January 15. Savings deposits in 
nine banks in Vienna in the principal 
cities totaled $250,400,000 on January 
31. The gold cover of the National 
Bank at the middle of February 
amounted to 33.7 per cent. of out- 
standing bank notes and call liabilities, 
or the same as a month earlier. The 
wholesale price index now stands at 
107 as compared with 105 at the end 
of January. 

At the meeting of the shareholders 
of the Austrian National Bank, March 
20, it was proposed by the board of 
directors to reduce the dividend to 
114 per cent. in place of the 1244 
per cent. paid for the previous year. 


ITALY 


From an American source—the De- 
partment of Commerce—comes the fol- 
lowing tribute to the essential sound- 
ness of Italian industrial conditions, 
based upon an exhaustive review of 
the situation: 

“Italian industry is undoubtedly on 
a sounder and more stable basis than 
ever before in its history. A consider- 
able amount of rationalization has taken 
place but the great gain lies in the fact 
that at the moment Italy for the first 
time knows her own potentialities both 
as to physical resources and equipment 
and man power. Industry is better 
organized, particularly on the sales side, 
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than ever before and with the keen in- 
terest which the government is taking 
in export trade, Italian industry is in 
an excellent position, with any recru- 
descence of world demand, to take 
advantage of the opportunities offered 
by the lower costs now being achieved 
here. 

“It is probable that Italian industry 
and commerce both will greatly benefit 
by the lean years through which they 
are now passing. Inefficient units of 
all kinds will be eliminated and the 
surviving units will be better equipped 
than ever before to compete both at 
home and abroad.” 


“THE GUILD STATE” 


Under this title some very interesting 
information is published by the Asso- 
ciation of Italian Corporations and the 
General Fascist Confederation of 
Italian Industries, with headquarters at 
Rome. This unique document reads 
as follows: 


“The January session of the Central 
Guild Committee deserves to claim the 
attention of all interested in Italian 
economic developments, for it makes a 
further step forward in the upbuilding 
of the new economic organization in- 
troduced by the Fascist regime. 

“This organization may be described 
as a unique example of progressive con- 
servatism. Essentially conservative of 
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national wealth and of all characteristic 
racial and social values, the Guild 
State, now so rapidly evolving in Italy, 
is highly progressive in its sensitiveness 
to modern needs. It has perceived the 
incompatibility of plutocracy, whether 
demagogic or oligarchic, with the spirit 
of democracy, understood as govern- 
ment in the interest of the whole people 
and not of any one class or category. 
Such a democracy, it need hardly be 
said, does not necessarily imply the pre- 
dominance of the legislative over the 
executive organs of government as many 
seem to believe. 

“To make possible the Fascist ideal 
of government in the national interest 
by the whole people, acting through 
the state, it was necessary that the 
nation, as represented by all who con- 
tribute with brain, muscle, or accumu- 
lated wealth to any form of productive 
activity, should cease to be amorphous, 
anonymous, unidentifiable. 

“The first step toward giving the 
productive forces of the nation cor- 
porate life was taken by enacting the 
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law of April 3, 1926, giving juridical 
status to registered occupational unions 
(sindacati) of employers and employed 
in agriculture, industry, commerce, 
banking, land transports, sea and air 
transports, the arts and professions, and 
conferring on each of these unions the 
legal right to represent the professional 
interests of all engaged in the occupa- 
tion it covered. 

“This Act, and the regulations issued 
in July of the same year for instru- 
menting it, foresaw the possibility that 
the separate unions of employers and 
employed, placed on a footing of full 
equality for dealing with wages and 
conditions of labor and for the stipula- 
tion of collective agreements binding on 
both sides, might unite to form ‘guilds’ 
(corporazioni) for the purpose of con- 
sidering the interests of the several 
occupations in their broader aspects as 
affecting production and trade. But 
though this development was expressly 
foreseen, no steps were then taken to 
give it effect. All such action would 
have been premature if undertaken 
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before the accomplishment of the im- 
mense task of organizing on a nation- 
wide scale, and for all forms of work, 
the syndical representation of employers 
and employed. 

“A further step was taken by the 
Labor Charter, adopted by proclama- 
tion on April 21, 1927, when it con- 
templated the future establishment of 
guilds and defined their status as being 
that of ‘organs of the state,’ thus mak- 
ing it clear that the functions to be 
assigned them would go beyond those 
of mere joint unions or syndicates of 
employers and employed for the con- 
sideration of economic problems affect- 
ing them. But in 1926 the guilds were 
still an ultimate and not an actual 
feature of Fascist economic life. Before 
bringing them into existence it was 
essential that the syndical organization 
should acquire that practical experience 
which alone can correct the crudities 
and defects of theoretic formulae. 

“In March, 1930, Parliament passed 


an Act establishing the National Guild 
Council, often since described as an 
‘economic parliament.” On its seven 
sections, corresponding to the seven 
main branches of economic activity 
contemplated by the Act of April, 
1926, the syndical unions of employers 
and employed have equal representa- 
tion, while ex-officio members represent 
the government departments concerned. 
The sections are presided over by 
government officials, the council’ as a 
whole having as its president the head 
of the government. 

“In the first stage of their work—the 
combination of daring with caution is 
the characteristic feature of Fascist 
economic legislation, which has never 
removed one brick of the status quo 
until it had another ready to replace 
it—these sections were described as 
‘connecting links’ (organi di collega- 


mento) between the state and the 
economic activities they represented. 
Now, after an experience of nine 


months, a decree has been drafted and 
approved conferring on them the full 
functions and powers of guilds (cor- 
porazioni), and raising them definitely 
to the status of organs of the state for 
the regulation, co-ordination, and pro- 
motion of productive activities in the 
national interest. 

“The National Guild Council acts 
not only in a consultative and advisory 
but also, within well defined limits, in 
a deliberative and legislative capacity. 
Through the guilds the producing 
classes—employers and employed being 
represented on an equal footing—are 
thus called to direct, corporate, partici- 
pation in the elaboration and instru- 
mentation of national economic policies. 
They are the organs on which the 
government relies for effecting those 
readjustments in the field of technical, 
administrative, financial, and commer- 
cial organization which will enable 
Italian industry and agriculture to 
emerge, reorganized and strengthened, 
from the prevailing crisis—the result of 
no mere trade depression but of revo- 
lutionary world changes profoundly 
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modifying internal economic relations. 

“Tt is no exaggeration to describe 
the Italian Guild State as a new experi- 
ment in the field of social relations and 
one of interest to the world at large. 
Its characteristic feature is that it 
affords scope for private initiative and 
enterprise based on the incentive of 
individual profit, recognized as the 
most effective instrument of production, 
yet secures adequate protection to the 
workers as against the abuses insepar- 
able from a competitive system and 
brings employers and employed into 
active collaboration as partners for 
promoting industrial and agricultural 
progress, the essential prerequisite to in- 
dividual prosperity. 

“Above all the Guild State provides 
against the danger that the interests of 
individuals, classes, or categories may 
prevail over those of the community as 
a whole. Their subordination to the 
national interest is assured by the pres- 
ence of the state on the National Guild 
Council. 

“Under the decree just issued seven 
great guilds, or corporazioni, are estab- 
lished for agriculture, industry, com- 
merce, banking, land 
and air transports, the arts and pro- 
respectively. Each of these 
may, as the need arises, establish special 
guilds to deal with special branches of 
the main activity it represents. Thus 
at the January session the industrial 
guild, while undertaking a thorough 
enquiry into ‘rationalization,’ decided 
that a ‘bread guild’ be formed compris- 
ing all engaged in the baking industries 
to study the prices and costs of flour, 
bread, and alimentary pastes (maca- 
roni, etc.). Within the arts and pro- 
fessions a separate guild is being formed 
to deal with the problems affecting all 
interests involved in public entertain- 
ments (theaters, cinemas, opera, etc.). 
The problems involved in the promo- 
tion of the tourist trade interest many 
forms of economic activity and the 
organization of a special ‘National 
Guild of Tourism’ is under considera- 
tion. 
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“The Agricultural Guild is now mak- 
ing a special enquiry into the problems 
of wage-labor on the farm, and is 
also dealing with regional crop-sharing 
leases, the settlement of liabilities for 
livestock in certain zones, and the 
liquidation of credits held against the 
farm following on transfer of owner- 
ship. Another problem of vital 
economic importance now submitted to 
the guilds of agriculture, industry, and 
commerce for an advisory opinion is 
that of the situation of the silk indus- 
try in its many aspects. 

“An idea of the activity of the 
syndical associations is afforded by a 
few figures. During 1930 the General 
Fascist Confederation of Industries in- 
quired into 35,001 individual trade dis- 
putes, of which 24,433 were settled by 
agreement; the local unions dealt with 
24,499, of which 17,000 were settled 
amicably. During the same year the 


Confederation dealt with 276 collective 


labor 


disputes of which 126 were 
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settled by agreement, the others being 
deferred to the Ministry of Guilds or 
to the National Federations concerned. 


The Confederation and its affliated 
organizations ratified in 1930 no less 
than 977 collective wage and work 


agreements, bringing the number stipu- 
lated since the enactment of the syndi- 
cal law in April, 1926, up to 4887.” 


DEN MARK 


For the year 1930 the foreign trade 
of Denmark showed imports, of a total 
value of Kr. 1,727,000,000 and exports 
Kr. 1,610,000,000. This was a decline 
of 4 per cent. in imports and 6 per 
cent. in exports compared with 1929. 
Although the excess of imports was in- 
creased from Kr. 81,000,000 to 117,- 
000,000, this amount was easily covered 
by the invisible income from the bal- 
ance of payments. 

Loans of the Nationalbank were re- 
duced in January by Kr. 14,100,000 
while credit balances abroad and the 
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holding of bullion were reduced by 
Kr. 10,600,000 and Kr. 7,700,000 re- 
spectively, and the holding of bonds 
and shares by Kr. 6,300,000. Further 
sight deposits were reduced by Kr. 
36,200,000, while the government in- 
creased its credit balance by Kr. 
16,900,000. As a consequence of these 
changes the note circulation was re- 
duced by Kr. 19,300,000, to Kr. 
340,900,000, of which 52 per cent. 
was covered by bullion. The average 
note circulation in January was Kr. 
322,300,000, against Kr. 360,100,000 
in December and Kr. 329,300,000 in 
January, 1930. 

The check clearings of the banks in 
January aggregated Kr. 623,800,000 
against Kr. 639,100,000 in December 
and Kr. 569,800,000 in January, 1930. 


CZECHOSLOVAKIA 


Although few tangible signs of the 
revival are evident in Czechoslovak 
business, a more optimistic tone is de- 
veloping and the decline of recent 
months appears arrested if allowance 
is made for normal seasonal fluctuations. 
Bank clearings during the third week 
in February showed the first increase 
in some time, and sizable new orders 
are reported in several lines of indus- 
try. Pig iron production decreased from 
114,000 tons in December to 105,000 
tons in January, while the steel output 
increased from 131,000 tons to 137,000 
tons. An internal loan of approxi- 
mately $39,000,000 for investment pur- 
poses and to relieve unemployment has 
been approved by the lower House of 
Parliament. The government has in- 
troduced a bill increasing the gasoline 
tax from 13 to 75 crowns per 100 
kilograms; passage is probable, although 
opposition is bitter. Increased revenues 
from this tax are partly intended to 
offset a large decrease in the income 
from automobile import duties, result- 
ing from the introduction of autono- 
mous rates effective March 10. De- 
clared exports to the United States 
during February amounted to $2,046,- 
000. 
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THE NATIONAL BANK 

At the monthly board meeting of 
the National Bank on January 24 it 
was stated that there was an abundance 
of money in the market. Large re- 
payments of short term credits to the 
bank had occurred since the New Year, 
and fixed interest bearing securities, 
especially government stock, had experi- 
enced a rise on the bourse. The com- 
mittee decided to lower the rate for 
advances by one-half of 1 per cent. as 
from January 26, the rate for govern- 
ment securities being now. 5 per cent., 
and for others 5’ per cent. The 
leading banks have followed suit by re- 
ducing the interest payable on savings 
deposits, and current and deposit ac- 
counts at the rate of one-fourth to 
one-half per cent. 

The statement of the National Bank 
for the week ended January 23 records 
the lowest figure for the notes in 
circulation since the establishment of 
the bank, e. g., 5,894,000,000 crowns. 

The balance sheet of the National 
Bank for 1930 shows a net profit of 


52,456,717 crowns, compared with 
90,875,534 crowns for the previous 
year 


POLAND 


The causes of the economic depres- 
sion prevailing in Poland the last year 
are chiefly the effects of the world-wide 
business depression. Poland, however, 
being both an agricultural and indus- 
trial country, has been able to resist 
the crisis, principally because the gravest 
cause of the world-wide depression, 
namely, industrial over-production, was 
much less forceful in Poland than 
elsewhere. There were, nevertheless, 
other factors of the world depression 
which brought about serious conse 
quences for Poland and arrested the 
influx of foreign credits so sorely 
needed by the country. 

The depression in Poland is primarily 
the outcome of under-consumption 
which, in turn, is the result of the drop 
of prices of agricultural products. This 
drop, together with the practical im- 
possibility to market the agricultural 
products in sufficient quantities, natu- 
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rally lowered the purchasing power of 
large masses of the rural population, 
reducing thereby the markets for in- 
dustrial products. 

It is yet difficult to ascertain what 
is the phase of the crisis in Poland 
at the present moment. Authoritative 
circles are of the opinion that the 
turning point has been passed and 
that a gradual and relatively prompt 
improvement of the situation may be 
reasonably expected. Furthermore, in 
view of the fact that Poland was not 
subject to any violent changes, but 
adapted her economic life to the situa- 
tion gradually and at the same time 
developed the capacity to overcome the 
hardships, it is to be expected that in 
the future difficulties will be sur- 
mounted just as in the past. 

The money market has been charac- 
terized by a lack of liquid funds which 
was particularly acute during the first 
and last quarters of the year. As a 
result the number of bills protested in- 
creased considerably, amounting to 
5,500,000 bills and aggregating the sum 
of 1,366,000,000 zlotys. The ratio of 
protested bills to all discounts at the 
Bank of Poland which in December, 
1929, amounted to 5.44 per cent., in 
January, 1930, reached the _ record 
figure of 6.12 per cent. A _ gradual 
improvement set in immediately there- 
after, however, and the ratio dropped 


waccenlecty to 3.64 per cent. in 
October. This was followed by a 
rising tendency during the closing 


month of the year which brought the 
percentage up to 4.12. 
The foreign trade of Poland hoe the 


last two years was as follows: 1929 
imports, 3,111,000 zlotys; exports, 
2,813,400 zlotys; 1930, imports, 2,246,- 


000 zlotys; exports, 2,433,200 


zlotys. 


THE STATE OF EMPLOYMENT 


The number of registered unemployed 
rose in December by 91,200, reaching 
303,148 on January 3, as against 
211,918 at the end of November. The 
greatest increase in the number of un- 
employed skilled workmen was in the 
building industry. The increase in 
respect of unskilled workmen assumed 
a large dimension, similarly as in 
previous years. In consequence of the 
stoppage of operations in almost all of 
the larger textile factories in Lodz from 
December 17 to January 7, the number 
of unemployed textile operatives rose 
by 11,000. In addition to this there 
was also a further increase in the 
number of unemployed in the remain- 
ing professional groups, as the mining, 
engineering and other industries. 


SWITZERLAND 
This country is coming into still 
greater prominence in _ international 


affairs through the development of the 
business of the Bank for International 
Settlements and the more recent Inter- 
national Mortgage Bank. This institu- 
tion has strong financial support, in- 
cluding that of Messrs. Helbert Wagg 
and Co. and Higginson and Co. of 
London, of the Chase National Bank 
of New York, and of a number of 
French, German, Swiss and Swedish 
firms. The capital is fixed at 25,000,- 
000 Swiss francs, divided into 500 
franc shares, 20 per cent. to be paid 
up on organization. 

It will be the object of the bank to 
finance mortgage credit, either by mak- 
ing direct loans against real estate or 
by buying the bonds of first-class mort- 
gage institutions, a special aim of the 
institution being to assist agriculture. 
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Current Conditions in Canada 


HAT Canada is nearing the end 


of the depression period, with 

some slight improvement in sight, 
is the view expressed by both the Bank 
of Montreal and the Canadian Bank of 
Commerce, Toronto, in their monthly 
commercial bulletins. 

Says the Bank of Montreal: “The 
business situation remains much as it 
was a month ago, in some small con- 
trast to many months of diminishing 
volume and falling commodity prices. 
The European outlook is brightened by 
better understanding and greater evi- 
dence of co-operation among the prin- 
cipal countries, as well as growing ap- 
preciation of the fact that in adherence 
to proved economic principles lies the 
best solution of prevalent distress. The 


clouds that have lowered upon trade 
and industry for nearly two years have 
not yet lifted, but light seems to be 
breaking through.” 





Says the Canadian Bank of Com- 
merce: “Industrial operations, taken as 
a whole, continue to expand slowly, 
reacting somewhat irregularly to sea- 
sonal influences and absorbing a fair 
number of skilled workers who were 
laid off a few months ago. Some indus- 
tries have been able to hold the gains 
made at the turn of the year, and others 
have additional orders to execute, while 
a few are now on declining production 
schedules. For example, slight improve- 
ment is to be noted in the steel, auto- 
mobile and farm implement manufac- 
ture. Construction contracts awarded 
in January were not much more than 
half those reported in the like month of 
1930, although equal to those of Janu- 
ary, 1928, but the figures for February 
this year were 20 per cent. above those 
of the preceding month and but little 
below those of February, 1930. Among 
the industries which are operating more 
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slowly than a few months ago are cer- 
tain woolen mills and shoe factories. 


NEWSPRINT INDUSTRY 


“The recent record of the newsprint 
industry is worthy of special comment. 
Production in January of each year 
usually increases over the preceding 
month and falls off in February, from 
which time until June another rise is 
customary. In January, 1930, however, 
there was a sharp drop; but in January, 
1931, production was about on the level 
of December, although the tonnage was 
comparatively low and less than 60 per 
cent. of that which the industry is 
capable of producing. There is, never- 
theless, some satisfaction in the fact that 
this, the most important unit in the 
Canadian industrial structure, held fairly 
closely to its usual course. 


IMPROVEMENT IN EAST 


“Such improvement as has been noted 
above is for the most part in Eastern 
Canada, for while the mild winter so 
far experienced in the West (it has 
been a season without parallel in the 
memory of the oldest resident) has 
proved a blessing to those farmers who 
were able to purchase but little fuel and 
heavy clothing, it has adversely affected 
retail trade and caused a sharp curtail- 
ment of operations in the Western coal 
fields, where many miners have been 
employed only from one to three days 
a week in a season which is normally 
one of the most active.” 


TARIFF AND FOREIGN TRADE 


According to the Business Summary 
of the Bank of Montreal, the . revision 
upward of the tariff last September has 
attracted capital and industries to Can- 
ada, with prospect of this movement 
continuing. “Unemployment is _ still 
rife,” says the Summary, “but the win- 
ter peak is disappearing and the out- 
look improving in this respect. While 
agricultural products constitute the 


largest item in Canada’s export trade, 
it is a novel fact that last month (Feb- 
ruary) the value of newsprint exported, 
$8,086,000, exceeded the combined value 
of wheat and flour exported by $243,- 
000. On March 16 the visible supply 
of wheat in Canada was 102,559,000 
bushels, being nearly 22,000,000 bushels 
less than a year ago. 

“There was a sharp decline in the 
external trade of Canada in February 
which aggregated $95,909,000, compared 
with $149,072,000 in the corresponding 
month last year, a decrease of $53,163,- 
000, or nearly 36 per cent. Propor- 
tionately the decline was fairly evenly 
divided between exports and imports. 
In the ‘eleven elapsed months of the 
current fiscal year total foreign trade at 
$1,591,986,000 was $596,508,000 less 
than in the preceding year, being a de- 
crease of nearly 30 per cent., of which 
the larger part is attributable to the fall 
in prices. Wheat exports illustrate this 
statement, an increase of 3,564,000 
bushels in February having a decrease 
of $1,863,000 in value, while in the last 
eleven months the value of wheat ex- 
ported fell $33,168,000 notwithstanding 
an increase of 38,933,000 bushels in 
quantity. In the considerable shrinkage 
of forcign commerce the adverse balance 
has not grown, the excess of imports 
over domestic exports, which was $104,- 
585,000 in eleven months last year, 
having fallen to $86,609,000 this year. 


CAR-LOADINGS 


“Car-loadings and railway traffic 
revenue continue substantially below 
the corresponding period last year. For 
the week ending February 7 total car- 
loadings in Canada were 58,127 cars 
less than in the corresponding period in 
1930; and for the week ending March 
7, a month later, the decrease had 
grown to 102,638 cars. In one class of 


freight only does a worth-while in- 
creased movement appear, namely, grain 
loadings, which to March 7 of this year 
were 9105 cars more than in 1930. The 
consumption of coke grows, 224 more 





pamruasciedonittiie 





are ann 





THE BANKERS MAGAZINE 


wi 
te 
“i 





cars having been moved than a year ago, 
and 1758 carloads more than in 1929. 


In all other commodities traffic has 
diminished. 
MINERALS 
“Prospecting of mineral fields will 


shortly be resumed, although the stimu- 
lus of profitable markets is still lacking. 
Canada is better equipped with mills 
for treating ores than ever before, and 
it is only a matter of time until mineral 
production attains a still more important 
place in industry. Nickel and copper 
properties are in position to take instant 
advantage of increased demand, having 
large ore reserves developed. The 
smelters at Trail, B. C., are quite ac- 
tively employed, while Ontario gold 
mines produced in February crude 
bullion of the value of $3,228,200, 
being $618,300 more than in the corre- 
sponding month last year. The price 
of copper has been firm, while that of 
silver has made some recovery from the 
unprecedentedly low figure recently 
reached.” 
FEW BANK BRANCHES OPENED 

Branches of Canadian chartered banks 
were increased by only thirty-five in 
1930, according to compilation made by 
the Bank Directory of Canada. At the 
end of last year there were 4271 
branches operated by the eleven char- 


tered banks, of which 4089 were in 


Canada and the remainder either in 
Newfoundland or other countries. At 
the end of 1929 there were 4236 


branches, of which 4049 were in Canada. 

The showing made by the banks re- 
mains unchanged. The Royal Bank of 
Canada has the largest number of 
branches—941, of which 105 are out- 
side of the country. The Canadian 
Bank of Commerce is second and the 
Bank of Montreal third. The Bank of 
Nova Scotia showed the greatest in- 
crease—a gain of twenty-seven branches 
—during 1930. 


INTERNATIONAL BANKING 
NOTES 


Net profit of the Imperial Bank of India, 
Calcutta, for the half-year ended December 
31, 1930, amounted to Rs.36,14,852, after 
the usual and necessary provisions had been 
made. This amount, with Rs.27,49,208 
brought forward from the half-year ended 
June 30, 1930, made a total of Rs.63,64,061, 
which has been disposed of as follows: 


To dividend at the rate of 16 
per cent. per annum, free of 


moma Tae se fos 0s wee Rs.45,00,000 
‘To veenrve TNE) ...5.6)6:6sa.e-sici 2,50,000 
"EO PeUsOn MGS: oc .6 6000's’ 3,538,000 
To carry forward to next ac- 

ME. utacanee oe cecen ees 12,56,061 

Balance sheet as of December 31, 1930, 


reported paid up capital of Rs.5,62,50,000, 
reserve of Rs.5,40,00,000, public deposits ot 
Rs. 7,36,90,926, other deposits of Rs. 76,60,- 
05,586 and total resources of Rs. 95,44,37,- 


702. 


STATEMENT of condition of the Skandina- 
viska Kreditaktiebolaget, Stockholm, as of 
January 31, 1931, showed capital of Kr.87,- 
188,000, reserve fund of Kr.94,812,000, de- 
posits of Kr.610,863,880 and total resources 
of Kr.1,112,625,043. 





© xevstone view co., 


NEW YORK 


Emile Moreau, former governor of the 
Bank of France; Gates W. McGarrah, 
president of the Bank for Interna- 
tional Settlements; and Theodore 
Rousseau, president of the American 
Club in Paris, at a luncheon of the 
club at which Mr. McGarrah was 
guest of honor. 
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Above and below are illustrated two different types of night depositories— 
one circular and one rotary. 
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Herring-Hall-Marvin Safe Go. 
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Bank lobby in the new building of the Ampere Bank and Trust Company, East 

Orange, N. J., showing the entrance to the safe deposit department at the right. 

The building was planned and supervised by Holmes & Winslow, bank architects 
of New York. 
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Another view of the main banking room, showing the mezzanine floor at the rear 
to take care of future expansion for working space. 





Chase Leads List 


OR the first time a United States 
Pree the Chase National Bank of 
New York, leads the list of 150 of 

the largest American, British, Colonial 
and Dominion banks, as it has been 
compiled for 1930 by the California 
Bank, of Los Angeles. The size is con- 
sidered from the standpoint of deposits. 
The Chase National alone passed the 
two-billion-dollar mark, with deposits 
of $2,073,775,923, while three of Eng- 
land’s “Big Five” were in second, third 
and fourth places, respectively, Midland 
Bank Limited with $1,953,659,515, 
Lloyds Bank Limited with $1,774,566,- 
290, and Barclays Bank Limited with 
$1,699,738,431. National City Bank, 
New York, went into fifth place with 
$1,460,031,336, closely followed by Na- 


tional Provincial Bank Limited, and 
Westminster Bank Limited, both of 
London. 


This information is contained in the 
booklet, “The Deposit Liabilities of 
One Hundred and Fifty of the Largest 
American, British, Colonial and 
Dominion Banks,” which for the fifth 
consecutive year has been compiled by 
California Bank. In compiling the 
figures, as far as possible, the records 
of December 31, 1930, are used. 

Mergers effective during the year 
1930 accounted for a considerable shift- 
ing of standing among banks. Six 
banks made their appearance in the 
brochure for the first time: Guardian 
Detroit Bank, Detroit, Number 93; 
First National Bank, Philadelphia, 
Number 129; Peoples Pittsburgh Trust 
Company, Pittsburgh, Number 131; 
Girard Trust Company, Philadelphia, 
Number 136; United States National 
Bank, Portland, Ore., Number 149, and 
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of Largest Banks 


Farmers & Merchants National Bank, 
Los Angeles, Number 150. 


The banks showing the greatest 
gains in position during the year were: 
Pennsylvania Company, Philadelphia, 
from 79 to 49, a gain of 30 places; 
Fidelity-Philadelphia Trust Company, 
Philadelphia, from 133 to 104, a gain 
of 29 places; First Union Trust & Sav- 
ings Bank, Chicago, from 101 to 75, a 
gain of 26 places; Mellon National 
Bank, Pittsburgh, from 70 to 47, a 
gain of 23 places; Northwestern Na- 
tional Bank, Minneapolis, from 128 to 
109, a gain of 19 places. 

Ninety-three American banks, with 
deposits of $23,537,398,952, are in- 
cluded in the tabulation, and fifty-seven 
British banks with deposits of $19,169,- 
822,116. Head offices of nineteen of 
the American banks, with deposits total- 
ing $10,899,433,422, are in New York 
City, while twenty-one of the British 
banks, with deposits of $11,671,272,185, 
have head offices in London. 

In number of banks San Francisco, 
with nine banks in this list, ranks 
second to New York, closely followed 
by Chicago with eight, Philadelphia 
with seven, Cleveland with five; Boston, 
Detroit, Los Angeles, Pittsburgh with 
four each, and Buffalo with three. 

The British banks are domiciled or 
conduct their principal business in all 
parts of the far-flung British Empire: 
England, twenty-one; Australia, nine; 
Canada, eight; Scotland, eight; Ireland, 
five; the Orient, four; South Africa, 
one; New Zealand, one. Deposits of 
subsidiary or controlled banks are not 
included; with some of the larger 
banks, the “Big Five” for example, de- 
posits of affiliated institutions are of 
substantial proportions. 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


APRIL, 1931 


| ADVERTISING THE SMALL BANK 
§ How Not to Spend the Advertising Appropriation 


By ALFRED C. GREENE 


) BELIEVE that $5000 
should be our limit in 
advertising expenditure 

for the first year,” said 

President Brown, of the 

Middleford National Bank. 


Middleford was a town of 
about 70,000, and the Mid- 
)dleiord National, the largest 
}bank in the town, had a cap- 
Fital of one million dollars. 
}Two other banks, however, 
§ seemed to have had consid- 
Berable success with their 
advertising, and President 
Brown had chosen Jim Wil- 
son, formerly one of his 
tellers, to prepare an adver- 
itising program for the Mid- 
)dleford National. 
5 “Now, $5000 isn’t very 
much money, as you are go- 
ing to find out before long, 
and you'll need some help 
about spending it wisely. My 
advice is that you take a 
trip to the city and talk it 
with the advertising 
manager of our correspon- 
dent bank there. He is an 
old hand at the game and 
has told me that he would 
be glad to help you plan the 
apportioning of our appro- 
priation for advertising.” 
And so Jim Wilson went 
to the city. 
Very soon he found that 
) there was a lot about adver- 
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tising that the books didn’t 
tell him. 

“You have a very definite 
problem in spending so small 
an amount as $5000,” the 
advertising manager said. 
“First, last and always, you 
are going to have to concen- 
trate. You have in your 
head half a dozen or more 
ways to advertise your bank 
and you are going to forget 
most of them. You will find 
it very easy to buy a little 
of one medium and a little 
more of another, with three 
or four specialties thrown in, 
and the first thing you know 
the $5000 will be gone, and 
no advertising of any impor- 
tance at all accomplished. 

“Today there is a great 
deal of competition for 
reader attention. National 
advertisers put up large bill- 
boards and also take a great 
deal of space in newspapers, 
magazines and car cards, to 
compete for attention. This 
makes it necessary that you 
put forth a certain minimum 
amount of advertising atten- 
tion, to any results at 
all. 

“For instance, you can put 
a one-half inch advertise- 
ment in a newspaper eighty 
times and probably get no 
results from the advertising, 
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because nobody will see it— 
it’s too small by comparison 
with other ads. And yet if 
you use the same amount of 
space in a single advertise- 
ment, your results are al- 
most certain to be greater, 
for the single insertion will 
be large enough to be no- 
ticed by the 
reader who only skims the 
headlines. 

“You are going to ap’ 
preciate this advice after you 
have been at your work for 
a month or two. To you, 
as the advertising man of 
your bank, will come all the 
driftwood of 
advertising efforts, as well as 
legitimate advertising enter- 
prises. The chances are 
that a great many of them 
will be quite worth-while, 
and your biggest job will be 
to not accept them. While 
they are talking to you, your 
appropriation of $5000 will 
be large, and it will appear 
to you that the proposition 
offered to you by the eager 
salesman across the desk will 
make a very small impression 
on the money you have to 
spend. Yet, multiply this 
proposition by the number 
of such proposals that will 
come to you during the year, 
and you will see what will 
happen to your advertising 
appropriation if you accept. 

“You must remember this 
—that you are new at the 
job of advertising, while 
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even casual 


miscellaneous 
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nearly every one of these 
salesmen is an old-timer. He 
knows ten reasons why you 
should buy to your one why 
you shouldn’t. 
salvation 


Your only 
will lie in your 
ability to look the salesman 
in the eye, no matter how 
good his article looks to you, 
think of your appropriation 
and emphatically say “No.” 
Excepting, of course, the 
few who have the items your 
schedule calls for. But you 
can absorb a lot of informa- 
tion about your job by 
listening to and questioning 
these salesmen. 

“Let’s pretend for a little 
bit. 


a list of things, ways to 
spend money, that may come 
to you in the first year, with 
their probable cost. First 
you will find that there are 
an amazing number of pro- 
grams for home talent en- 
tertainment, theaters, picnics 
and dances, sponsored by 
various organizations of your 
city. The first salesman 
comes to you with an offer 
of space on the back page 
at only $50 a page. It seems 
to you like a pretty good 
chance to do some good ad- 
vertising for your bank, so 
you take it. Now you've 
started something, for other 


I am going to make out organizations will see your 








AMpfieated wth 


The First National Bank of Austin 


Austin, Minnesota 


First Banx Stock Corporation 


Combined Resources over $475,000,000 











One of a series of advertisements announcing the opening 

of a new bank building. That the series was successful 

is proved by the fact that, in a town of 12,500 people, 

18,000 went through the bank to inspect it during the 

five hours of its formal opening. This advertisement was 
run full-page size in local newspapers. 


ad there, and you will be 
come fair game for many of 
them. Suppose that nine such 


a page during the year—th: 
is $500. | 

“Next, the sini 
with which you are alrea | 


spending $1000 a year his ff 


decided on the strength of 
the stiff competition between 
the banks of your city, that 
it is time to put out a special 
financial edition of the news 
paper. For the consider. 
tion of $500 worth of space 
they will give you several 
columns of free publicity 
with pictures of your bank 
and the officers. It looks 
like an awfully good chance 
to do some good with your 
advertising money, so you 
take up the proposition. 

“A blotter salesman comes 
in with some _ beautifully 
printed blotters, with space 
for the name of your bank 
at the bottom. They are 
cheaper than you could hav. 
them printed yourself so you 
buy 2000 of them—a small 
enough expenditure. Later 
in the year you find your 
supply running low and you 
buy again, this time from a 
different firm. Smail ex: 
penditures in each place but 
together they amount to 
about $250. 

“A novelty booklet adver- 
tising your safe deposit de- 
partment comes in next. It 
is much better than you 
could print for yourself but 
it costs $500. 

“About the middle of the 


year you are going to dis 


covel 


: abou 
4 


other organizations succeed § 
in selling you a page at $50} 


i keep 
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}cover that you are spending 


Stoo much money in advertis- 
}ing in various programs and 


ren tne ae 


about the only way you can 
keep these solicitors quiet is 
to donate a small amount of 
money to their cause. There 
are a number of other dona- 
tions which your bank will 
be expected to make and, 
rol ing these all into one, you 
wi!| do well to get out for 


less than $500. 
Enterprising advertising 
m are going to come to 


you with space to sell in di- 
rectories, year books, annual 
reviews and the like. If you 
weaken you will do well to 
spend as little as $300 on all 
of them. 


‘In your city there are 
several newspapers. One of 
them is read by nearly all of 
the residents of your town, 
while a number of others 
circulate in definite limited 


neighborhoods. The neigh- 
borhood papers are going to 
ask you to buy space in their 
papers and, for this, we will 
be conservative and allow 
only $500. 

“Now I am not going to 
go through the whole long 
list, for the list is long. In- 


stead, however, here is a 


sample list of what you 
might possibly buy from 
such _ solicitors. Look at 


what you have at the end of 
Here is the list: 


the year. 

1. Programs for enter- 
tainments, picnics, 
dances, etc., 10 at 
$50 per page .... $500 

2. Special edition of 
newspaper ....... 500 

a ee 250 

4. Safe deposit booklet 500 

7 DOWAHONS 2.000600 500 


Nearer 
THAN NEW YORK 


neares Freencral ond Comaere ia 


THE TRUST COMPANY 
of NEW JERSEY 


In addition to its excellent physical appearance, 
vertisement is notable for its copy. 





541 





this ad- 


It is one of a series 


of institutional advertisements being run by a large New 
Jersey trust company. 


6. Directories, etc. .... 300 
7. Neighborhood papers 500 
8. Billboards (single 

sheet posters) ... 4500 
9. Gift pocketh« 0ks, 

1000 at 25c¢ 250 
10. Advertising service 500 
11. Tax book to give to 

GEPOSIOTS 5.6 4.3.5: 200 
12. Banks for children, 

1000 at 2Oe ..0< 200 
13. Cook books ..«.... 300 
14, ‘Catendaes: .iccccccccsiss 500 
15. Sehool papers «....:. 29 
16. Booths in church ba- 

zaars and = exposi- 

SURE si eee 400 
17. Directory board for 

hotels and_ public 

HORE: -sieteiateimrciecs 100 
18. Newspaper space 1000 


“Now, wait a minute, you 
see your expenditures total 


$7025, or $2025 over your 
budget! Yet you have little 


or nothing in the way of re- 


‘sults to show for the ex- 
penditure at the end of the 
year. With some few ex- 


ceptions people hardly realize 
you are advertising at all and 
probably those few are the 
read the 
paper carefully and have no- 
ticed the small ad that you 
have gotten for your $1000 
with the newspaper. 


ones who news 


TOO MUCH CONCENTRATION 

“A while ago I 
tioned something about con- 
centration and just showed 
you how not to do it. Yet 
it is just as easy to make a 
mistake in concentrating too 
much. For example, if you 
spend all of your money in 
outdoor advertising on the 


men- 


billboards—and it’s mighty 
easy to spend $5000 out 
doors and never see it—you 


reach only those who are in 





eo 
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definite, something you can 
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the habit of reading bill your budget among _ those 
boards. Or it’s quite easy forms which you decide to put your 


to spend it all in newspapers 
where you miss those who 
read only the headlines on 
the front page and do not 
see your advertisement. 
“What you have to do is, 
first, eliminate all forms of 
except _ those 
which seem absolutely neces- 


advertising 


sary and, second, balance 
NEWSPAPER ADS 

Jan. Safe deposit 
Commercial 
Bonds 

Feb. Savings 
Trust 

March ' Trust 
Savings 

April Commercial 
Bonds 

May Savings 
Trust 

June Commercial 
Safe deposit 

July Savings 
Trust or S. D. 

Aug. Savings 
Bonds 

Sept. Trust 
Commercial 

Oct. Savings 
Trust 

Nov. Commercial 
Trust 

Dec. Savings 
Trust 
Bonds 


keep. Look over this list I 
gave you a minute ago and 
off all you 
along without. 
ion this 


cross can get 
In my opin- 
cuts it down to 
newspaper space, outdoor 
painted signs, car cards, 
direct-by-mail literature and 
lobby displays. 

“Now you have something 


WORKING SCHEDULE 
CAR CARDS 
Savings 


BILL BOARDS 
Savings 


Trust 


tw rm 


Savings 


Trust 


Commercial 


Savings 


Safe deposit 


1 Commercial 
1 Trust 
2 Savings 


Savings 


Savings 


Savings 


Commercial 


Bonds 


Savings 


Note: 
boards 


The 


on 


boards 
the 


that 
Trust ads 


viously, when boards ° 
are 


July. 


repainted 


two 
savings 
to be put on the 
carried 


pre- 


teeth into, some 
measuring stick to work by 
The problem now is to di 
vide your $5000 appropriaff 
tion among these media tof 
the best advantage. Now it 
is time to consider what you} 
are going to sell with yout 
advertising appropriation this 
year. 
selling depends to a certain 


persis eR 


Upon what you are 


PRINTED MATTER 
Blotter on safe dey sit 
(for statement enc.) | 
Savings booklet* 
Trust booklet* 
Bond booklet* 


Blotter 
(for 


on savings 
statement enc.) 


on safe 
statement enc.) 


Blotter 
(for 


Blotter 
(for 


on commercial 
statement enc.) 


Fresh blotters to be kept 
on check desks at all 


times. 


*Booklets are printed in 
January and used all year. 





deposit] 













ep osit| 


kept 


all 











extent the media that you 
will it with. 
If, as in your case, you are 
planning to push the bank’s 
trust department services you 
will probably use more 
direct-by-mail material and 
spend less on outdoor adver- 
tising, car cards and news- 
paper space. If, the follow- 
year, you plan to de- 


choose to sell 


velop the savings depart- 
ment, you will eliminate di- 
rect-by-mail advertising and 


concentrate on outdoor signs, 
car cards and newspaper ad- 
vertising.”” 
THE BANK'S MERCHANDISE 
After some discussion Jim 
Wilson and his adviser 
agreed that merchandise on 
the shelves of the Middleford 
National consisted 
ings accounts, checking ac- 
counts, safe deposit boxes, 
trust department 
bonds and investments. 
Viewing the five media 
among which the appropria- 
tion was to be divided, in 
the light of their usefulness 
in selling these services, the 
detailed appropriation, as 
Jim’s adviser finally worked 
it out, looked like this: 


of: sav- 


service, 
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“Note those three extra 
items at the bottom,” he ex- 
plained. 
sary. You cant 
from donations entirely 
that’s the way you get out 
of taking space in a church 
program, for instance. In- 
stead of paying $50 for 
space, give them a $10 do- 
nation. And 
ing and art work will cost 
considerable—hbetter al- 
for it to start with 
and there are always extras 
now and then in spite of 
the 
Now for an 


“Those are neces- 


get away 


your engrav- 


you 


low 


everything, hence item 
‘miscellaneous.’ 
actual schedule 


Whereupon Jim’s adviser 


proceeded to block out a 
suggested schedule, adver- 
tisement by advertisement, 


for a whole year in advance, 
not 
“copy” was to be used, but 
what the theme of that copy 
was to be, and displaying at 
a glance the sales emphasis 
placed upon the various ser- 
of the bank. The 
schedule is given on page 542. 

“Now, Jim,” was his part- 
ing “keep your 
spending inside this appro- 
priation, and keep your 
copy-writing, engraving and 


showing only when 


vices 


advice, 


SUMMARY OF $5000 ADVERTISING APPROPRIATION 


Newspaper space (26 ads, of 20 col. in. @ $2 per in.).... 
painted boards, changed twice a 


Outdoor advertising (4 
year) 


$1,040 


1,500 


Printed matter (3 syndicate booklets, 4 sets of blotters to 


be used as statement inserts) 


RAAey SOQUNER 25.5: opane sere aswel = t's wie eve 
Lobby and window display ..... 
Donations in lieu of advertising . 


Preparation of advertising (art service and engraving) 


Miscellaneous 


1,000 
500 
220 
100 
280 
360 


$5,000 








other details up to your 
schedule and you may not 
be a world-beater but you 
can't ; Hop 


go far wrong. 
to it!” 


HOW BANKS ARE 
ADVERTISING 


THE business insurance trust is 
described and explained in an 
exceptionally good looking book- 
let published in a limited edition 
and distributed by the Bank of 
Manhattan Trust Company, New 
York. Two thousand copies of 
the book were printed and each 
is numbered and contains the 
name of the individual to whom 
it is presented. 

The text begins with the cit- 
ing of four cases showing why, 
as stated in the title, “American 


Business Needs This New Pro- 
tection.” The first case deals 


with the sole ownership of a 
business, the second with a part- 
nership, the third with a close 
corporation, and the fourth with 
a corporation protected by a 
business insurance trust. 

After these specific examples, 
the booklet outlines in general 
the theory of the business in- 
surance trust and then describes 
its workings with respect to each 
of the three types of business 
organization mentioned above. 
Suggestion is also made of other 
methods for securing the same 
results if the owner or part 
owner is uninsurable. 

In closing, the facilities of the 
Bank of Manhattan Trust Com- 
pany are mentioned and sugges- 
tion made that the reader either 
call for a conference or request 


a trust representative to call 
upon him. 
In physical appearance the 


book is unusually attractive. It 
is bound in boards of a soft 
green shade and the title is 
printed in green on a rectangle 
of gilt paper which is superim- 
posed in the upper left-hand 
corner. The inside pages are of 
white deckle-edged paper, printed 
in black with initial letters in 
green. 


SavinGs banks of the boroughs 
of Brooklyn and Queens, New 
York City, have united in a co- 
operative advertising campaign 
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which includes newspaper ad- 
vertising, lobby displays, folders, 
flags, school savings buttons and 
cards. Enlarged photostatic copies 
of the newspaper advertisements 
are displayed in the lobbies of 
the co-operating banks; the flags, 
which reproduce a shield shown 
in newspaper advertisements, are 
being displayed at the front of 
each bank taking part in the 
campaign. 
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The first of the newspaper ad- 
vertisements was in the shape of 
a shield, which contained in the 
center portion the one word, 
“Safety.” At the top, against a 
grayed background, were the 
words, “Never a Cent Lost for 
a Depositor,” and at the bottom 
the advice, “Put Your Savings 
in a Savings Bank in Brooklyn 
or Queens.” 

The shield was chosen because 








WF 


‘Before you let your 


Life Insurance lapse-- 
think of the future 


b, bees own life insurance to give your 
family the necessities and comforts 
of life when your income is suddenly and 
permanently stopped. Don't permit 
anything to weaken or imperil that fi- 
nancial security for your dependents. 


The minute you paid your first pre 
mium you created a substantial estate 
The minute you fail to pay a premium 
when due you destroy the bulk of that 
estate. Don't let your policies lapse! 


Even though. in view of the present 
conditions of business, it may be tem 
porarily burdensome to make premium 
deposits. remember that it would be far 
more burdensome on your family to 
struggle along without an assured 
income 


And, if you borrow money on your 
policies, remember you really are bor 
rowing from your beneficiaries. You 
detract from the value of your estate by 
the amount you borrow. It is a much 
better plan to leave your insurance estate 
intact. and borrow instead from your 
bank.* 


Consider. too, the wisdom of protect 
ing and conserving your estate by ar 
ranging for the distribution and invest 
ment of life insurance funds through our 
trust department. The plan is very sim 
ple. and offers so many safeguards to 
your dependents that we urge you to 
give it serious thought-now. Our 
Trust Officer will be glad to talk it over 


with you. without obligation on your 
part 


*Walker Brothers Bankers Personal Loan 
Department will in most cases answer all the 


requirements of the average borrower. and 


at gives the additional feature of insuring 
his life for the amount of the loan. Thus his 
present Ife insurance estate ts left intact 





WALKER BROTHERS BANKERS 


Resources More Than Twenty-Six Millous 


CHECKING SAVINGS 


INVESTMEN 


T TRUST SAFE DEPOSIT 





In addition to personal and telephoned inquiries, this ad- 

vertisement of a Salt Lake City bank also attracted the 

attention of a local insurance company, which sent copies 
of the advertisement to all of its policyholders. 


it is a simple, easily understand- 
able symbol of safety and pro- 
tection, and the word “safety” 
was used for emphasis. Addi- 
tional advertisements of the 
series are to be varied by sup- 
plementing the shield with at- 
tractive background arrangements 
to avoid possible monotony. 

The keynote of the entire 
campaign is “safety with good 
income,” and explains to the 
reader not that he should save — 
he is supposed to believe that 
already—but where and why he 
should save. 

The campaign plan suggcsts 
that individual banks taking part 
in it include a small reproduc: 
tion of the shield in the adver- 
tisements run over their own 
signatures so that they may be 
easily identified as members of 
the co-operating group. 


A NEW addition to the ranks of 
New England banks which <cis- 
play the products of local manu: 
facturers in their windows or 
lobbies is the First National 
Bank and Trust Company of 
Greenfield, Mass. This 
which is now in a new building, 
announced in a recent adver- 
tisement in local newspapers 
that it would exhibit the prod- 


ucts of local factories in its 
lobby. One week is allotted to 
each manufacturer. 


In these columns in March there 
was described a picture which 
appeared on the first page of the 
Cedar Rapids Savings Letter, 
publication of the Cedar Rapids 
Savings Bank and Trust Com- 
pany, Cedar Rapids, Iowa. The 
picture was that of a small 
family, mother, father and two 
children, with a caption explain- 
ing that “daddy” could be cheer- 
ful since he had six months’ 
salary as living insurance in his 
savings account. 

This illustration and caption, 
with the name of the bank, etc., 
is now being used on the back 
of the monthly statements sent 
to checking account customers, 
space which hitherto has been 
wasted by most, if not all, banks. 

This is part of a definite cam- 
paign by the bank to advertise 
savings accounts as investments 
and as living insurance. 


A booklet entitled ‘Your 


Best Investment,” giving seven 
reasons why a savings account is 


bank, § 
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the best investment and why 
there is no substitute for it, is 
also a part of the campaign. 


“Ir is our firm belief that the 
greatest success in developing 
life underwriter co-operation will 


lie in the personal contacts of 
the representative of the trust 
company,” according to Hawes 


Coleman, IJIr., of the State- 
Planters Bank and Trust Com- 
pany, Richmond, Va. “If he 


wil! make the acquaintances of 
as many insurance men as pos- 
sible and will keep himself and 
the name of his trust company 
beiure the group as a whole and 
do it consistently, he will find 
that this is the surest way to 
have the life insurance men turn 
to his company when they find a 


prospect for trust service. In 
addition to this, he should al- 
ways be alert to follow up 


promptly the leads they give him 
and to make it very evident that 
the trust company is willing to 
help them whenever the proper 
case arises. It is human nature 
to follow the line of least 
sistance. Consequently our in- 
dicated desire to be of assistance 
automatically draws to us those 
underwriters who observe that 
trust company co-operation has 
its merits.” 


re- 


To increase its school savings 
accounts the East New York 
Savings Bank, Brooklyn, N. Y., 
which operates forty-six school 
banks in Breoklyn. publishes and 
distributes to 50,000 school chil- 
dren, a four-page monthly news- 
paper, called the School Bank 
News. 

At the masthead of the paper 
is the statement that it is pub- 
lished to “help teach the value 
of thrift; the wise and efficient 


use of time. money and other 
property.” Under the weather 
report are the words, “Con- 


tinued thrift today; fair skies to- 
morrow.” 

The paper contains news and 
feature items, comic strips. edu- 
cational cartoons, an_ editorial 
and an honor roll containine the 
names of the pupils who have 
saved $5 or more in their school 
bank and have opened individual 
interest-bearing accounts in the 
East New York Savings Bank. 
The school children are asked 
to contribute to the paper and 
more than 200 contributions are 
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Tax 





Life insurance renders an invaluable service to the 


average estate. Promptly and surely it pravides ready casb to 


meet taxes and expenses, so that the executor need not sell 


The securitics or real estate, perhaps in unfavorable markets. 


LIFE INSURANCE 
TRUST 


AND ITS USES 





This booklet discusses 
= phase of estate pro 
tection that is essential 
both to the beginner 
in accumulation and 
to the man of wealth. 
Copy on request at the 
main office of Chatham 
Phenix, at the nearest 
breach, or by mail. 
Ask for Booklet TM-3. 





CHATHAM PHENIX 
NATIONAL BANK AND TRUST COMPANY (Mk 


Organized 1812—119 Years of Ranking 
Main Office, 149 Broadway, New York City 


Arrange  Compicte Estate Plan~with « Bank Completely Equipped to Serve You and Your Beira 


To make sure that your insurance will secomplish 
this, make the principal payable to Chatham Phenix as trusee 
under # properly drawn trust agreement. Place the manage 
ment of this capital in the experienced and responsible hands 
of this century-old and seighborly bank. Thus you avoid what 


is frequently the heaviest of all tolls —the “inexperience tax.* 


CHATHAM } 
pHENIx 
Se, 


) Nations 
Bank 











An interesting layout and attention-getting heading are 
features of this advertisement of a New York trust com- 


pany. 


It is one of a series in which the same layout is 


used, with changes of copy. 


received monthly. For accepted 
contributions, the children are 
presented with Eversharp pencils. 

The bank’s school accounts 
now number about 100,000 and 
run into millions of dollars. 


Persons who have small, dor- 
mant, savings accounts in the 
American Bank & Trust Com- 


pany, Richmond, Va., recently 
received a booklet and an atten- 
tion-getting letter, the latter of 
which was written on only the 
left-hand half of a regulation 
size letterhead. After the saluta- 
tion, a line centered horizontally 
on the page stated, “In this let- 
ter there is a half-told tale.” 
Then, on the left-hand side of 
the page, were the words, “This 
half is ours,” and, on the right- 





hand, “This half is yours.” Be- 
low the latter was blank space, 
while below the former was the 
following letter: 

“You have a small balance in 
our Savings Department which 
has been unchanged for several 
months. We know that you 
realize the importance for hav- 
ing cash in a savings account to 
meet emergencies and to buy ad- 
vantageously. The little book- 
let which we enclose will show 
how to make much larger profits 
on your account and the 3 per 
cent. interest which we will pay. 
It will give us a great deal of 
pleasure and it will certainly be 
to your interest to revive this ac- 
count, make it active and build 
up a worth-while balance, which 
would be a comfort and satis- 
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THE HEIR— apparent 


A problem for fathers who are also owners or 
part owners of businesses 

Although only mine years ot age, his furure seems 
assured. The course mapped out for him is quite 
definite: first, prep school; then, college; then, a start 
in his father’s business. Eventually and sul accord- 
ing to the plan, he is to assume direction and control 
of his father’s business. . but what if fate should sud- 
denly replace his cupy book with ledgers and accounts 
recewable? Could he carry on his father’s responsi- 
bilities or would his mother or the executor of his 
father's estate be competent to direct the business 
interests so abruptly inhented? 

These quesnons face the father who is owner or 


part owner of a business. They also directly affect 


his associates and the business itself. Of America’s 
450,000 corporations, partnerships and solelj;-owned 
businesses.few indeed are immune from the disastrous 
sonsequences which follow the passing of a key man. 

Fortunately a bulwark against this conungency has 
been developed. It is the Business Life Insurance 
Trust. The Business Life Insurance Trust assures 
the continued conduct of the business under changes 
in ownership or management and provides funds for 
the former owner's estate. Its operanion is so simple 
that 1 deserves the consideration of every execunve. 

To make this considerauon easy, we have pre- 
pared a book entitled “American Business Needs 
This New Protection.” We will be pleased to pre- 
sent the book upon request. 


BANK OF MANHATTAN TRUST COMPANY 


Alain Office 40 Vail Sieg, 79 Offices on Greater New York. 


4 UNIT OF THE MANHATTAN COMPANY 








Illustration, heading and layout together form an ex- 

ceptionally attractive advertisement, which was run in 

metropolitan newspapers by a New York trust company. 

The booklet referred to in the text is described elsewhere 
in these columns. 


faction to you. For your half 
of this half-told tale we hope 
that you will write us that you 
will follow our suggestion and 
give us the pleasure of rendering 
you a better and a larger service. 
Won't you do this?” 


THE Northern Trust Company 
of Chicago is broadcasting a 
series of radio programs over 
station WENR, Chicago, on Fri- 
day evenings, between 9:45 and 
10 o'clock. The first program 
consisted of a signature song, 
opening announcement, musical 
selections from opera and light 
opera, and a middle cut and 
closing announcement. Other 
broadcasts are alternating be- 
tween solid musical programs 
and dramatizations of human in- 


terest episodes found in the daily 
work of a metropolitan bank. 


AN historical exhibit was the 
idea about which the Huntington 
National Bank, of Columbus, 
Ohio, centered the celebration 
of its sixty-fifth anniversary 
early this year. 

In order to, test the pulling 
power of radio, invitations to 
residents of the community to 
bring in objects, heirlooms and 
pictures of historical interest 
connected with early Columbus, 
were broadcast over the local 
radio station, and the exhibit 
was not mentioned in the news- 
paper advertising, which was 
used to call attention to the 
radio programs. The radio 
broadcasts were made by an 


eighteen-piece orchestra and a 
baritone soloist and programs 
contained music of earlier peri- 
ods and brief historical items 
about Columbus. In the later 
programs descriptions were. given 
of some of the interesting things 
being brought to the bank for 
display. 

A number of the bank’s cus- 
tomers, various railroads, the 
telephone company, long-estab- 
lished stores, etc., were asked by 
letter to co-operate in the ex- 
hibit. G 

In arranging the exhibit, pic 
tures were placed on_ large, 
metal-framed panels along the 
banking room walls and en: 
trance lobby. Large objects 
were placed on knee-high plat- 
forms, and small objects were 
displayed in glass showcases 

On New Year's Day the first 
mention of the exhibit was 
made in newspaper advertising. 
At that time the usual quarter: 
page advertisement was tripled 
in size and devoted to an an 
nouncement of the bank's anni- 
versary on the following day. 

The anniversary celebration 
was closed with the publication 
of a booklet reproducing a dozen 
of the most unusual and inter- 
esting displays, the names of 
those who had contributed to the 
success of the exhibit, etc. 


NEWS 


Ciinton F. Berry, vice-presi- 
dent Union Guardian Trust 
Company, Detroit, has been ap- 
pointed chairman of the com- 
mittee of the Financial Adver- 
tisers Association to further co- 
operation with the savings bank 
division of the American Bank- 
ers Association in promoting a 
savings campaign. 


THE Trust Company of New 
Jersey, Jersey City, has ap- 
pointed the Joseph E. Hanson 
Co., advertising agency of New’ 
ark, N. J., to handle its adver’ 
tising. Newspaper advertising 
will be used chiefly. 


FRANK FUCHS, advertising man- 
ager of the First National Bank 
in St. Louis and a director of 
the Financial Advertisers Asso- 
ciation, addressed the advertising 
clubs of Little Rock and Pine 
Bluff, Ark., recently on the sub- 
ject, “How Advertising Stabilizes 
Business.” 
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What They Say 


GOOD NEWS 


“The best fundamental news of the 
day is the Federal report showing a slight 
decrease in unemployment during Feb- 
ruary with a good increase in the total 
hours and the total payrolls of those 
workers who are employed, the payrolls 
gain being nearly 5 per cent. and affect- 
ing nearly five million workers. The 
employment gain was principally in add- 
ed hours for employed workers, although 
factories actually added 1.4 per cent. to 
the number of workers during the month 
and 7.5 per cent. to the payrolls. Early 
March reports suggest a slight improve- 
ment in employment outside of manu- 
facturing lines. Of the present situation, 
it can only be said that unemployment 
has shown a slight decrease and payrolls 
have shown a decided increase.”—Digest 
of Trade Conditions of the Central Trust 
Company of Illinois, Chicago. 


IMPROVEMENT PACE SLOW 


“So far the spring rise in domestic 
business has been but little greater than 
seasonal. No vigorous spring recovery 
has yet made an appearance and the pace 
of improvement for the time being may 
be slow.”—Midland Survey of the Mid- 
land Bank, Cleveland. 


PROBLEM OF MASS 
EMPLOYMENT 


“American business and _ industrial 
leaders are challenged to prevent recur- 
ring cycles of unemployment. Personal 
financing, now being developed under the 
Uniform Small Loan Law, enables people 
to get up to $300 in cash for paying 
back rent, grocery, doctor and other 
bills, a valuable service particularly to 
those just resuming work. But there is 
no substitute for steady wages. If we 
expect 92 per cent. of our families to 
buy and consume continuously their 
share of what we produce, we must stab- 
ilize their source of income by providing 
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steady work. Mass employment is the 
next problem to solve in this age of mass 
production, mass distribution and mass 
finance."—L. C. Harbison, president 
Household Finance Corporation. 


EN ROUTE TO BUSINESS 
RECOVERY 


“Evidence accumulates that the way 
is being cleared for business recovery and 
that the necessary readjustments to as- 
sure it are under way, but that this will 
be a slow and uneven process seems 
equally evident. That progress cannot 
be accurately timed or measured but that 
it seems to be started is of real impor- 
tance and carries with it a degree of re- 
assurance and improved business psy- 
chology."—Guaranty Survey of the 
Guaranty Trust Company of New York. 


CHANGE IN ATTITUDE 


“As far as the general situation for 
the entire country is concerned, senti- 
ment is more cheerful, although the 
buoyancy of a year ago is absent. Nearly 
two years of depression have had a sober- 
ing influence, and following the delusion 
of 1930, practically all classes have ac- 
cepted the probability of a slow recov- 
ery. This changed attitude on the part 
of the American people is an important 
factor in laying the foundation for bet- 
ter times.”—New England Letter of the 
First National Bank of Boston. 


THE GREATEST OBSTACLE 


“Perhaps the greatest obstacle to genu- 
ine economic recovery is the uncertainty 
which still prevails widely about the 
future of the commodity price level. In 
the Nineties a similar uncertainty pre- 
vailed and business continued in an ir- 
regular trough until the discovery of 
new gold supplies and the political de- 
feat of Bryan restored confidence in the 
value of the monetary unit. From what 
source today can confidence be restored 
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in the world level of money values? The 
source is not likely to be discoveries of 
gold mines. The most likely source 


is the credit policy of the leading 
central banks of the world. If these 
instituticns were to re-establish con- 


fidence in the commodity price level 
by frank declaration of intention to use 
the monetary factor as a stabilizing in- 
fluence, I believe there would have been 
taken the most constructive step pos- 
sible.”"—-Dr. Lionel D. Edie, economist, 
American Capital Corporation. 


WANTED—FACTS 


“Undoubtedly the principal reason for 
the failure to understand the depression 
of 1929-31 has been the limited use 
of facts in its analysis, and the failure 
to demand more facts for its interpre- 
tation. It is well enough to use analogy 
in the solution of economic problems so 
far as the analogy is warranted by actual 
similarities. Beyond that, however, the 
use of analogy becomes fatalistic and a 
positive deterrent to understanding. It 
is well enough to follow the forecasts of 
optimism insofar as the principal impedi- 
ments to recovery are psychological, but 
when the principal problem of industry 
is to work its way out of a complex fac’ 
tual situation, the outstanding require: 
ments for leadership should be a famil- 
iarity with the facts of the broad eco- 
nomic situation and with the nature of 
the problems involved.”—Business Ob- 
server of the Foreman-State National 


Bank, Chicago. 


UNEMPLOYMENT INSURANCE 
OPPOSED 


“It is true that the social responsibility 
rests on industry to make every effort to 
provide steady, properly paid employ- 
ment for labor. It is likewise true that 
industry has brought a certain amount 
of accountability upon itself for existing 
unemployment by its lack of foresight 
and plan. Industry unequivocally owes 
it to our workers to aid them combat 
the problem of unemployment. But I 
doubt that the best way for industry to 


contribute to the solution of the problem 
of unemployment is along the lines of 
so-called unemployment insurance. I 
believe there is a far sounder way to 
attain the ends sought.’.— Rome C. 
Stephenson, president American Bankers 
Association. 


ADJUSTMENTS 


“One of the first things that we must 
do is to adjust our perspective to pres’ 
ent-day actualities. Some of us are still 
trying to appraise our conditions and 
progress by comparing them with the 
abnormal peaks of the recent period of 
so called prosperity. This is unfair to 
the present state of affairs and also to 
ourselves. 

“Let’s give ‘old man prosperity’ an 
even break to crawl back in the ring by 
adjusting and reappraising our assets, 
inventories and method of doing business 
to conform to existing conditions. In 
other words, the time is at hand when 
we should plant our feet firmly on the 
ground, open our eyes and face the job 
immediately ahead of us with real cour- 
age and determination, both individually 
and collectively."—H. Ennis Jones, vice- 
president Franklin Trust Company, 
Philadelphia. 


ASSASSINATION THREAT 


“Corporate properties face the con- 
tinuous threat of political assassination. 
Politicians of the type whose technique 
in public appeal is wholly destructive 
seek to capitalize discontent by directing 
it against corporate property. They de- 
light in the pretended rdle of a David 
attacking the Philistines and demand the 
applause due both the hero and the mar’ 
tyr. Our business enterprises are very 
vulnerable to their attacks because a 
corporation has no vote. But the real 
sufferer is not the corporation, for it is 
inanimate, only a set of registered arti- 
cles; it is the stockholder, the bondholder, 
the man with a savings account whose 
deposits are backed by selected securi- 
ties; the man with an insurance policy 
whose assurance that it will be paid 
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rests wholly upon the maintenance of 
values in the investments of the under- 
writer.”—Lyman E. Wakefield, president 
the First National Bank, Minneapolis. 


BOTTOM REACHED 


“The first quarter of the year con- 
tinues to produce evidence indicating 
that the bottom of the business depres- 
sion has been reached, but there are as 
yet no reliable signs that a sustained re- 
covery is getting under way. Industry 
and trade are definitely more active than 
they were a month ago, but in most 
lines the improvement is no more than 
seasonal in character. Business senti- 
ment is better, and until recently stock 
prices have been rising strongly. Con- 
ditions in the bond market appear to be 
clearly improving.”—Col. Leonard P. 
Ayres, vice-president Cleveland Trust 
Company, Cleveland. 


SMALLER CUSTOMER 
WELCOMED 


“Large accounts are desirable but 
banks are also seeking less pretentious 
accounts. One hundred accounts with 
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New York City 


a balance of $1000 each are more de- 
sirable than one account with $100,000, 
as there is likely to be less fluctuation 
in the average balance of the one hun- 
dred accounts than in the one account. 
One hundred loans of $1000 each are 
more desirable to the average bank than 
one loan of $100,000 on account of the 
risk being distributed and the chances 
of loss being smaller. The smaller cus- 
tomer is finding a welcome in many of 
our banks and his requirements are be- 
ing studied.”— D. J. Leopold, cashier 
First National Bank, Lebanon, Pa. 


MANAGEMENT BY LAW 


“In the final analysis governmental 
action, whether statutory or regulatory, 
can only set the metes and bounds of 
bank operations. They can _ penalize 
violations of the law and can exercise 
a restraining influence upon banking 
practices within the law but it is well 
known that good management cannot 
be produced by legislation or govern- 
mental fiat. Good management must 
be a natural growth from within the in- 
stitution.”—John W. Pole, Comptrol- 
ler of the Currency. 
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Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
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Coming Bankers’ Conventions 


ALABAMA BANKERS ASSOCIATION, Gads- 
len, May 14-15. Secretary, M. A. Vin- 
centelli, Alabama National Bank, Mont- 


somery. 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, October 5-8. Executive man- 
ager, Fred N. Shepherd, 110 East 42nd street, 
New York City. 


AMERICAN BANKERS ASSOCIATION EXECU- 
TIvE CounciL, Augusta, Ga., April 13-16. 
Headquarters, Bon Air-Vanderbilt Hotel. Ex- 
ecutive manager, Fred N. Shepherd, 110 East 
42nd street, New York City. 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, June 8-12. Secretary, Richard W. 
Hill, 110 East 42nd street, New York City. 


ARKANSAS BANKERS ASSOCIATION, Little 
Rock, April 28-29. Secretary, Robert E. Wait, 
923 Home Insurance Building, Little Rock. 


CALIFORNIA BANKERS ASSOCIATION, Los 
Angeles, May 21-23. Headquarters, Biltmore 
Hotel. Secretary, Hy W. Sanders, 628 Mills 


Building, San Francisco. 


CoLorapo BANKERS ASSOCIATION, Estes 
Park, June 19-20. Secretary, L. F. Scarboro, 
Mountain States Banker, Denver. 


CoNNECTICUT BANKERS ASSOCIATION, New 
London, June 26-27. Secretary, Charles E. 
Hoyt, South Norwalk Trust Company, South 
Norwalk. 


DELAWARE BANKERS ASSOCIATION, Reho- 
both, September 3. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 


mington. 


District OF COLUMBIA BANKERS ASSO- 
CIATION, Hot Springs, Va., June 18-21. Sec- 
retary, George O. Vass, Riggs National 
Bank, Washington, D. C. 


ASSOCIATION, 
secretary, 


ADVERTISERS 
September. Executive 
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Preston E. Reed, 231 South La Salle street, 
Chicago. 


FLorIpDA BANKERS’ ASSOCIATION, 
Palm Beach, May 1-2. 
Verano Hotel. 
Jacksonville. 


West 
Headquarters, El 
Secretary, W. O. Boozer, 


FouRTH SOUTHERN TRUST CONFERENCE, 
Charleston, S. C., April 17-18. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


GrorcIA BANKERS ASSOCIATION, Sea 
Island Beach, May 28-30. Secretary, J. B. 
Dodd, Grifin Banking Company, Griffin. 


IDAHO BANKERS ASSOCIATION, Boise, June 
8-9. Secretary, J. S. St. Clair, Boise City 
National Bank, Boise City. 


ILLINOIS BANKERS ASSOCIATION, Chicago, 
May 25-27. Headquarters, Edgewater Beach 
Hotel. Secretary, M. A. Graettinger, 208 
South La Salle street, Chicago. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, June 10-11. Secretary, Forba Mc- 
Daniel, 310 Odd Fellows Building, Indian- 


apolis. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, November 1-5. Secretary, 
Alden H. Little, 33 South Clark Street, Chi- 


cago. 


IowA BANKERS ASSOCIATION, Waterloo, 
June 22-24. Secretary, Frank Warner, 430 


Liberty Building, Des Moines. 


Kansas BANKERS ASSOCIATION, Topeka, 
May 21-22. Secretary, W. W. Bowman, 
Topeka. 


LouIsIaNA BANKERS AsSOCIATION, Biloxi, 
April 27-28. Headquarters, Edgewater Gulf 
Hotel. Secretary, G. R. Broussard, Bank of 
Abbeville, Abbeville. 
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The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 
Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, S. C. Columbia, 8. C. 





REED “Sccwwaedemeveos $ 1,500,000.00 
SR ree 1,200,000.00 
fr re 30,000,000.00 


BANKERS 


MAINE 
Springs, June 12-13. ! 
nard, Rumford National Bank, Rumford. 


ASSOCIATION, Poland 
Secretary, E. S. Ken- 


MAINE Savincs BANKS ASSOCIATION, 
Rangely Lake Hotel, September 9-10. 


MARYLAND BANKERS ASSOCIATION, Atlan- 
tic City, N. J.. May 20-21. Secretary, James 
W. McElroy, First National Bank, Baltimore. 


MICHIGAN BANKERS ASSOCIATION, cruise 
on the §. S. Noronic from Detroit to Toronto, 
June 22-26. Secretary, Kenneth M. Burns, 
1713 Ford Building, Detroit. 


Mip-WESTERN SAVINGS CONFERENCE, 
South Bend, Ind., May 11-12. 


MINNESOTA BANKERS ASSOCIATION, Min- 
neapolis, June 9-11. Secretary, George 
Susens, 718 National Building, Minneapolis. 


MississipP! BANKERS ASSOCIATION, Jack- 
son, May 12-13. Headquarters, Robert E. 
Lee Hotel. Secretary, George B. Power, 
Capital National Bank Building, Jackson. 


Missour!I BANKERS ASSOCIATION, Excelsior 
Springs, May 12-13. Secretary, W. F. Key- 
ser, Sedalia. 


Morris PLAN BANKERS ASSOCIATION, Co- 
lumbus, Ohio, October 8-10. 


NATIONAL ASSOCIATION OF MUTUAL Sav: 
iINGs BANKs, Washington, D. C., May 20-22. 
Headquarters, Mayflower Hotel. Secretary, 
John W. Sandstedt, 347 Madison avenue, 
New York City. 


NATIONAL FOREIGN TRADE CONVENTION, 
New York, May 27-29. Headquarters, Hotel 
Commodore. Secretary, O. K. Davis, 1 Han- 
over Square, New York. 


NaTIONAL Sare Deposit CoNVENTION, 
Chicago, May 21-23. Headquarters, Congress 
Hotel. Secretary, Herbert W. Lloyd, 208 


South La Salle street, Chicago. 


New JERSEY BANKERS ASSOCIATION, At- 
lantic City, May 14-16. Secretary, Armitt 
H. Coate, Burlington County Trust Com- 
pany, Moorestown. 


New Jersey SAvINGS BANKS ASSOCIATION, 


New Brunswick, May 6. Headquarters, 
Woodrow Wilson Hotel. 
New Mexico BANKERS’ ASSOCIATION, 


Carlsbad, April 24-25. Secretary, Mrs. Mar- 
garet Barnes, 318 North Sixth street, Al- 
buquerque. 


New York STATE BANKERS ASSOCIATION, 
Saranac, June 22-24. Headquarters, Saranac 
Inn. Acting secretary, Clifford F. Post, 33 
Liberty street, New York City. 


New Yorx State SAvINGsS BANK Asso- 
CIATION, Niagara Falls, September 17-19. 
Secretary, Paul W. Albright, 110 East 42nd 
Street, New York City. 


NortH CAROLINA BANKERS ASSOCIATION, 
Pinehurst, April 27-29. Secretary, Paul P. 
Brown, Raleigh. 


NortH DAKOTA BANKERS ASSOCIATION, 
Fargo, June 18-19. Secretary, W. C. Mac- 
fadden, 5214 Broadway, Fargo. 


OKLAHOMA BANKERS AsSOCIATION, Okla- 
homa City, June 2-3. Secretary, Eugene P. 


Gum, 907 Colcord Building, Oklahoma City. 


OrecoN BANKERS ASSOCIATION, Seaside, 
June 12-13. Secretary, T. P. Cramer, Jr., 
629 Lumbermen’s Building, Portland. 


PENNSYLVANIA BANKERS ASSOCIATION, 
Atlantic City, May 13-15. Headquarters, 
Hotel Traymore. Secretary, C. F. Zimmer- 
man, Huntingdon. 


Reserve City BANKERS ASSOCIATION, 
Richmond, April 20-22. Secretary, J. J. 
Schroeder, 162 West Monroe Street, Chicago. 


SAVINGS BANK ASSOCIATION OF Massa- 
CHUSETTS, Lenox, Mass., September 24-26, 
Headquarters, Hotel Aspinwall. Executive 
secretary, Dana Sylvester. 


SouTH CAROLINA BANKERS ASSOCIATION, 
Columbia, May 20-22. Secretary, Henry S. 
Johnson, 801 Carolina Life Building, Co- 
lumbia. 


SoutH Dakota BANKERS ASSOCIATION, 
Huron, June 24-26. Secretary, Geo. A. 
Starring, City Hall Building, Huron. 


SOUTHERN TRUST CONFERENCE, Charles- 
ton, S.C., April 17-18. Headquarters, Frances 
Marion Hotel. Under the auspices of the 
Trust Company Division, American Bankers 
Association. 
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TENNESSEE BANKERS ASSOCIATION, Chat- 
tanooga, May 7-8. Secretary, H. Grady 
Huddleston, 1012 American Trust Building, 
Nashville. 


Texas BANKERS AsSOCIATION, San An- 
gelo, May 12-14. Secretary, W. A. Phil- 
pott, Jr., Dallas. 


U. S. BurtpiInc anp Loan Leacugz, Phila- 
delphia, week of August 10. Executive man- 


ager, H. Morton Bodfish, 59 East Van Buren 
street, Chicago. 


VirGINIA BANKERS ASSOCIATION, Old Point 
Comfort, June 11-13. Secretary, C. W. Beer- 


bower, First National Exchange Bank, Roa- 
noke. 


WASHINGTON BANKERS ASSOCIATION, Se- 
attle, June 18-20. Headquarters, Olympic 
Hotel. Secretary, J. W. Brislawn, 810 Alaska 
Building, Seattle. 


WESTERN REGIONAL TRUST CONFERENCE, 
San Francisco, October 22-23. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


West VIRGINIA BANKERS ASSOCIATION, 
White Sulphur Springs, June 25-26. Secre- 
tary, J. S. Hill, Charleston. 


WISCONSIN BANKERS ASSOCIATION, Mil- 
waukee, June 18-20. Secretary, Wall G. 
Coapman, 717 Caswell Block, Milwaukee. 


WYOMING BANKERS ASSOCIATION, Chey- 
enne, September 4-5. Secretary, Kathleen 
Snyder, Wyoming Trust Company, Casper. 


F. A. A. CONVENTION PLANS 


“THE Constructive Force in Finance” will be 
the theme for the sixteenth annual conven- 
tion of the Financial Advertisers Association, 
to be held in Boston, September 14-17. Her- 
bert V. Prochnow, of the First National Bank 
of Chicago, has been appointed chairman of 
the general program committee and has al- 
ready begun to prepare a program designed 
to meet current problems of financial adver- 
tising. 

The Boston organization group, which will 
be instrumental in carrying out the conven- 
tion plans, has been organized, with the fol- 
lowing as chairmen of the various committees: 

Banquet committee, W. E. Chamberlain, 
State Street Trust Company; exhibits, Mark 
Hanna, the Bankette Company; harbor trip, 
Willis P. Beal, Second National Bank; finan- 
ces, E. H. Kittredge, Hornblower & Weeks; 
golf, L. W. Munro, Doremus & Company; 
historical trip, Myles Standish, Boston Post; 
industrial tours, Raymond Ilg, National Shaw- 
mut Bank: information, George Frederickson, 
the Boston Globe; local publicity, L. W. 
Munro, Doremus & Company; registration, 
Charles W. Earle, Harris, Forbes & Co.; 
souvenirs, Frederick Deane, Tucker, Anthony 
& Co. 


Cleveland Trust Publishes Booklet for 
Employes 


HE new employe who scarcely 

knows the name of the bank for 

which he is working, and almost 
certainly is ignorant of all its depart- 
ments save the one in which he is em- 
ployed, should not be found at the 
Cleveland Trust Company, for it has 
published a sixty-page booklet for its 
employes in which it tells them office 
rules and special services for employes, 
gives a short history of the institution 
avd outlines the services of each de- 
partment. 

A study of this booklet should give 
the new employe a clear picture of the 
institution as a whole, and the functions 
it performs for its clients, so that he will 
be able to answer intelligently inquiries 
which may come to him, and so that he 
will understand his own duties in re- 


lation to the functions of the 
bank. 

The booklet outlines for him the vari- 
ous special services provided for him by 
the bank, such as the cafeteria and 
health department, insurance, pension 
and trust fund plans, the Cleveland 
Trust Club, athletic activities, educa- 
tional advantages, awards offered for 
new business brought in, and the pub- 
lications of the institution. 

To one making his first entrance into 
the business world, the rules for per- 
sonal conduct might seem somewhat 
formidable. Actually, they might be 
stated in a few words, i. e., be polite 
and courteous to customers, don’t annoy 
your fellow-workers, and don’t waste 
your employer’s time and money. 


entire 
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Each employe of the Cleveland Trust 
is made to understand his personal re- 
sponsibility to the bank. “The public 
forms its idea of the bank as a result of 
its personal contact with bank em- 
ployes,” says the booklet. “It is es 
sential, therefore, that your conduct, 
both within and without the bank, be 
above reproach. From the mo- 
ment you become a part of the Cleve- 
land Trust Company you must reflect 


in your bearing and manner of conduct 
toward the public that spirit of courtesy, 
thoughtfulness, prompt and _ intelligent 
attention to its demands that underlie 
every Cleveland Trust servic 

A courteous and respectful niin is 
always possible and absolutely essential. 
Discourtesy of a few employes to the 
public will destroy all the good-will 
created by directors, stockholders and 
other employes.” 


Wages and Dividends 


Journal of Commerce Replies to Matthew Woll’s Article in the 
March Number 


HE article entitled “Wages and 

National Prosperity,” by Matthew 

Woll, vice-president of the Ameri- 
can Federation of Labor, which appeared 
in the March number of THE BANKERS 
MaGazZINE, has provoked an editorial 
comment by the Journal of Commerce, 
New York, as follows: 


It is amazing with what tenacity labor 
leaders cling to the fiction that capital is in 
receipt of good returns during this period of 
declining business, while labor is left to 
shoulder unaided the current losses through 
wage reductions or dismissals. Thus Mr. 
Woll, vice-president of the American Federa- 
tion of Labor, in a recently published article 

n “Wages and National Prosperity,” draws 
certain untenable deductions from the record 
of dividend disbursements for the last year. 
We estimate, he says, “that the decrease in 
wage payments in all industries in the first 
eleven months of 1930 was at least $6,000,- 
000,000." Against this total he contrasts 
figures for corporate distribution during the 
same period, estimating that there had been 
a concurrent increase in total interest and 
dividend payments by domestic corporations 
of over $400,000,000. With bitterness Mr. 
Woll alludes to the fact that over 2000 firms 
increased dividends, while men and women 
were looking vainly for work. 

On the basis of fallacious comparisons of 
this sort, it is assumed that employers could, 
if they would, keep labor at work and pay 
high wages instead of prospering at the ex- 
pense of the workers. The fact is that no 
such antagonism of fundamental interest does 
or could exist in a business organization in 
which labor and capital are parts of an or- 
ganic producing whole. The statistics that 
seem to prove the contrary are obviously not 
comparable because they refer to different 


periods and are at all times difficult to inter- 
pret. The dividends declared in 1930 were 
not based on current earnings but on past 
results. If adequate surpluses have been built 
up, dividends may be declared out of a fund 
that represents the accumulated earnings of 
many years. Hence corporations that are 
experiencing heavy losses may, notwithstand- 
ing, maintain dividends unimpaired if they 
think future prospects and present resources 
warrant it. Furthermore, dividends are a 
product of variable earnings and of changes 
in the amount of invested capital, and to 
base comparisons of dividend declarations 
upon the amounts disbursed without regard 
to the alterations that may have occurred in 
the amount of the capital investment is an 
indefensible proceeding. 

Consequently, if Mr. Woll had waited to 
compare his wage returns with the dividend 
experience of the present year, which is the 
one that reflects the results of 1930, his con- 
clusions would have had to be much modi- 
fied. Earnings statements for 1930, as in- 
dicated elsewhere in these columns, reveal a 
recession in net profits and at times positive 
losses that indicate that capital is suffering 
as severely as labor from the effects of the 
general depression. Even the concerns that 
have done relatively well and maintained divi- 
dend payments without having to trench 
upon surplus have experienced on the aver- 
age a marked recession in net profits, as 
indicated by the company statements that 
are making their appearance. 

It would be unnecessary to emphasize these 
obvious facts except for the persistent mis- 
representation that is made the basis of im- 
possible demands that unemployment be 
eliminated by forcing industrial concerns to 
keep workers employed at the same or even 
higher real wages on the theory that in this 
way demand can be revived and_ business 
proceed as usual without any distributive 
readjustment. 
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Henry Brvere 
President of the Bowery Savings Bank, New York. 


EFORE his election to the presidency of the largest 

savings bank in the United States early this year, Mr. 
Bruére had served the institution as first vice-president and 
treasurer. He joined the bank three years ago, resigning 
a vice-presidency in the Metropolitan Life Insurance Com- 
pany to do so. Mr. Bruére was organizer and director of 
the New York Bureau of Municipal Research for the years 
1917-18, conducted an administration survey of ten Ameri- 
can cities and six German cities in 1921 and was a Federal 
director in the United States employment service. He was 
City Chamberlain in the Mitchel administration at the age 
of thirty-three. Forty-nine years old, Mr. Bruére is an 
expert in finance, management and principal administration. 
He is at present serving as chairman of Governor Roose- 
velt’s Commission on Unemployment Problems. He is also 
active in the Association of Mutual Savings. Banks. Mr. 
Bruére is the author of several books on management in- 
cluding New York City Government, Applied Budgeting 
(Bruére and Lazarus) and Profitable Personnel Practice 
(Bruére and Pugh). 
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Father Time Resigns in Favor of 
Gelechron Glectric Clocks 


ELECHRON Electric Clocks, 

in beauty of design, will agree 
with your own good taste. There 
are Telechron clocks for wall or 
mantel, desk or dressing table. For 
every room in the home or office. 
See your nearest Authorized Tele- 
chron Dealer now and eliminate 
winding, oiling, cleaning and regu- 
lating from your clock routine. 
From $9.75 up. 


The ELECTRIC CLOCK 





GET VOTING RIGHTS 


Owners of units of Selected Income Shares 
and Selected American Shares, investment 
trusts of the fixed type, will be granted the 
privilege of exercising voting rights on the 
stocks underlying these two trusts, according 
to announcement by Max Adler, chairman 
of the Selected Shares Corporation, sponsors. 
This action has been taken, it is stated, in 
view of the steadily growing size of the fixed 
trusts of the country. While it is not ex- 
pected that the fixed trusts will become ma- 
jor factors in the management of the coun- 
try’s large industries, the corporation has 
taken this means of transferring to the share- 
holders themselves such voting rights as may 
practically be transferred under a fixed trust 
agreement. 


BUYS ASSETS OF CLOSED BANK 


THE First National Bank of Louisville, Ky., 
has purchased sufficient assets of the closed 
National Bank of Kentucky, of the same 
city, to make available to depositors of the 
closed bank 67 per cent. of their deposits. 
The disbursement will amount to approxi- 
mately $15,000,000. The remaining 
will be liquidated in the usual manner, by 


assets 
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the receiver for the: National Bank of Ken 
tucky. 

The 67 per cent. is to be payable at onc 
by the First National Bank, whereas it i 
estimated that, ifliquidated through the regu 
lar channels, it would be a year before thi: 
sum could be distributed to the depositor 
of the closed bank. 

According to George P. Barse, attorney 
for the Comptroller of the Currency, “These 
assets have been sold upon a dollar-for-dollat 
basis; that is to stay, at face value or current 
market value, and hence such sale involves 
no sacrifice of the «assets at the expense of 
the creditors, and the First National Bank 
is making no profit in acquiring said assets.” 

John M. Monohan is president of the First 
National Bank. 


IRVING TRUST OPENS NEW 
BUILDING 


THE new fifty-story building of the Irving 
Trust Company of New York, located at 1 
Wall street, was formally opened on Monday, 
March 23, after ‘dedicatory ceremonies the 
previous Friday. 

Four offices of the bank are located in 
the new building: the banking offices pre- 
viously at 60 Broadway, and the general, out- 
of-town and foreign offices, formerly in the 
Woolworth Building. An office is being re- 
tained in the Woolworth Building, and a 
safe deposit department and the receivership 
department will also remain there. 


FIDUCIARY TRUST TO OPEN IN 
NEW YORK 


A NEW financial institution will open for 
business on May 15 on the thirtieth floor of 
the new Irving Trust Company Building, at 
1 Wall street, New York. It is to be known 
as the Fiduciary Trust Company and will be 
headed by Pierre Jay, formerly chairman of 
the Federal Reserve Bank of New York, as 
chairman, and Col. W. D. MacCormack, 
formerly in charge of the receivership de- 
partment of the Irving Trust Company, as 
president. The trust company will have capi- 
tal, surplus and reserves of $2,400,000. 

The company will limit its activities, it is 
announced, to personal trust and fiduciary 
service and will receive only deposits not in- 
volving a line of credit and which come to 
it in connection with its fiduciary work. Cor- 
porate fiduciary work and commercial bank- 
ing will not be undertaken by the institution, 
nor will the merchandising of securities, either 
directly or indirectly. 

The company is sponsored by Elihu Root, 
Tr., and David F. Houston, in addition to 


Mr. Jay and Colonel MacCormack. A list 
of its directors follows: Thomas H. Blodgett, 
chairman and president American Chicle 


Company; F. Haven Clark of Scudder, Stev- 
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ns @ Clark, investment counsel; Grenville 


Clark of Root, Clark & Buckner, attorneys; 
Robert H. Gardiner, trustee; David F. Hous- 


ton, president Mutual Life Insurance Com- 


any of New York; DeLancey K. Jay, attor- 
ey; Pierre Jay, chairman of the board; D. W. 
MacCormack, president; Charles N. Mason, 
resident Electrical Securities Corporation; 
Frederick Pope, president Nitrogen Engineer- 
ng Company; David H. McAlpin Pyle, Pyle 
Estates; Elihu Root, Jr., of Root, Clark & 
Buckner, attorneys: Theodore T. Scudder of 
Scudder, Stevens & Clark, investment coun- 
el; Bronson Winthrop of Winthrop, Stim- 
yn, Putnam & Roberts, attorneys. 


SEWARD MAY BE MERGED BY 
MANHATTAN 


STOCKHOLDERS of the Seward National Bank 
ind Trust Company, New York, will meet 
the latter part of this month to ratify a 
proposed plan by which the Seward Na- 
tional would be merged with the Bank of 
Manhattan Trust Company, New York. 

According to the plan, announced by 
Alexander S. Webb, president of the Sew- 
ird, stock of the Seward would be exchanged, 
share for share, for stock of the Manhattan 
Company and beneficial interest certificates 
for additional amounts realized in the 
liquidation of certain slow Seward 
The Manhattan Company would not have 
to increase its stock authorization to make 
the exchange. The plan provides for a 
change in the Seward from a national to a 
state institution before the merger. 

The main office of the Seward, at Park 
avenue and 32nd street, and its one branch, 
at Amsterdam avenue and 93rd street, would 
be added to the system of branches operated 
by the Bank of Manhattan Trust Company. 
Total assets of the Seward are $9,192,151 
and those of the Bank of Manhattan Trust 
Company are $554,933,932. 


assets. 


TRAPHAGEN PRESIDENT OF 
BANK OF NEW YORK 


JoHN C. TRAPHAGEN, until recently a vice- 
president of the Chase National Bank of 
New York, has been elected president of the 
Bank of New York and Trust Company, to 
succeed Edwin G. Merrill, who becomes chair- 
man of the board. Mr. Merrill will con- 
tinue in active service at the head of the 
institution and the general policies of the 
company will not be changed. 


O. W. BIRCKHEAD TRANSFERRED 


O.iver W. BiRCKHEAD, vice-president of 
the Bank of America National Association, 
New York, has been transferred from a 
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branch office at Madison avenue and 40th 
street to the main office at 4 Wall street. 
Mr. Birckhead was formerly president of the 
Murray Hill Trust Company, which was 
taken over by the Bank ot America about a 
year ago. 


MANHATTAN CHANGES 


E. S. MaAcponaLp, formerly head of the 
Queens division of the Bank of Manhattan 
Trust Company, New York, has been elected 
a vice-president of the Manhattan Com- 
pany and transferred to Manhattan, where 
he will be in charge of the co-ordination of 





E. S. MACDONALD 


Vice-president of the Manhattan Com- 
pany, New York. 


activities of the Manhattan Group, which 


includes Bank of Manhattan Trust Com- 
pany, International Acceptance Bank, Inc., 
International Manhattan Company, Inc., 


New York Title and Mortgage Company and 
National Mortgage Corporation. 

He is succeeded in Queens by Ellis 
Weston, who has been a vice-president in 
charge of the Jamaica office of the trust com- 
pany. 


CITY COMPANY DIRECTOR 
FLroyp L. Car Liste, president of F. L. Car- 


lisle & Co., investment bankers, New York, 
has been added to the directorate of the 














558 


National City Company, investment affiliate 
of the National City Bank of New York. 
Mr. Carlisle is chairman of the Niagara Hud- 
son Power Corporation, president of the Tag- 
gart Corporation, chairman of the board of 
the New York Edison Company and a di- 
rector of the Consolidated Gas Company of 
New York and of United Corporation. 


CENTRAL HANOVER TO 
ENLARGE OFFICES 


THe Central Hanover Bank and Trust Com- 
pany, New York, has taken over the space 
at 60 and 62 Broadway, made vacant by the 
Irving Trust Company when it moved into 
its new building, and is beginning a series 
of alterations enabling it to expand from 70 
into 60 and 62 Broadway and provide more 
adequate quarters for many of the bank’s 
departments. The bank now has under lease 
the first ten floors of 60 Broadway and all 
but the Broadway and New street floors of 
62 Broadway. Alterations will exceed $100,- 
000 in cost and will be completed, it is ex- 
pected, by October 28. 

’ The Central Hanover has also leased for 
a period of 21 years half of the street floor 
and part of the basement of a new office 
building at 90 Broad street and expects to 
open a new office of the bank there this 
month. J. S. Lovering, vice-president, will 
have charge of the office. 


CHATHAM PHENIX ELECTION 


GrorGE BAHNTGE has been elected a vice- 
president and L. H. Burfeind an assistant 
vice-president of the Chatham Phenix Bank 
and Trust Company, New York. Mr. 
Bahntge has been a vice-president of the 
Bank of Manhattan Trust Company for some 
years and Mr. Burfeind has been with the 
Guaranty Trust Company of New York, 
where he was assistant treasurer. 


BANK OF AMERICA’S CENTURY- 
OLD SITE 


One hundred years ago last month the plot 
of land, 50 by 100 feet, at the northwest 
corner of Wall and William streets, New 
York, was deeded to “the president, directors 
and company of The Bank of America” for 
the sum of $70000. On this site the bank 
began business in 1812 and its main office 
still occupies this location, which is now con- 
servatively estimated at worth $6,000.000 for 
the land alone. The century-old deed is pre- 
served in the bank’s vaults. 

The Bank of America National Association 
is now occupying its fourth building on this 
site. The first was the old residence of 
Francis Bayard Winthrop, who, with others, 
deeded the property to the bank. The second 
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building was erected in 1836, the third in 
1888 and the present building in 1926. 


CHEMICAL ELECTIONS 


ALEx H. Sanps, Jr., trustee of the Duke 
Foundation, has been elected a member of 
the advisory board of the Madison avenue 
and 46th street office of the Chemical Bank 
&@ Trust Company, New York. 

Gilbert Yates, who has been with the com- 
pany since 1910, has been elected treasurer 
to succeed the late Clifford R. Dunham, and 
Stephen L. Jenkinson, who has been associ- 
ated with the bank since 1900, has been 
elected assistant treasurer. 

The regular quarterly dividend of 45 cents 
a share was paid April 1. 


NAMED VICE-PRESIDENT OF 
MANUFACTURERS 


JoHN Lawrence GILSON, formerly with 
Spencer Trask & Company, New York, has 
been elected a vice-president of the Manu- 
facturers Trust Company, New York. Prior 
to his connection with Spencer Trask he was 
New York manager of Day & Zimmerman, 
Inc. He is a graduate of Massachusetts In- 
stitute of Technology and did graduate work 
at Yale. He began his business career in the 
sugar industry in Louisiana, Hawaii and 
Cuba and later was associated with E. I. Du 
Pont de Nemours & Company and the United 
Lead Company. 


CHANGES IN BANK OF 
MONTREAL STAFF 


H. F. Sxey, second agent of the Bank of 
Montreal in New York City for the last five 
years and now on a holiday abroad, will on 
his return be located in Canada in an im- 
portant position in the bank and his place 
in New York will be taken by P. C. Harri- 
son, formerly agent of the bank in San 
Francisco. 


BANK MERGER APPROVED 


STOCKHOLDERS of the Broadway and Plaza 
Trust Company, New York, have approved 
a proposal to merge that institution with the 
Hibernia Trust Company on the basis of a 
payment by the Hibernia of $40 cash a share 
for the Broadway and Plaza. The Hibernia 
plans to operate the three offices of the 
Broadway and Plaza as branches and _ will 
not increase its capital as a result of the 
merger. 

Hibernia has a capital of $3,000,000, sur- 
plus and undivided profits of $2,139,600 and 
deposits of approximately $13,000,000. 

In a letter to stockholders advising them 
to exchange their stock for beneficial interest 
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certificates, Philip De Ronde, president of 
Hibernia, expressed the belief that the ex- 
pansion is justified and that development con- 
sequently will be more rapid and profitable. 
The additional offices, he stated, will offer 
further opportunities to present depositors 
and stockholders and will also act as media 

the acquisition of new clients who pre- 
fer the convenience of uptown banking ar- 


1gements. 

The Hibernia Trust Company has ap- 
pointed several additional officers, most of 
whom will be attached to the three new 


ces of the company. 

S. Sargeant Volck has been elected vice- 
ssident; J. Stanley Evarts, assistant vice- 
sident in charge of the 29th street office; 
jeorge F. Parton, assistant secretary and 
farold Camp, assistant treasurer, both in the 
Ith street office; W. H. Pearsall, assistant 
ce-president in charge of the Plaza office; 
J. Maguire, assistant secretary at the Plaza 
hee; and E. W. Andersen, who will be in 


arge of the Park Row office. 


SCHWARZCHILD BUYS SMYTHE 
BUSINESS 


Otto P. SCHWARZCHILD, editor of American 
Underwriting Houses and Their Issues and 


manager of National Statistical Service, New 
York, has bought R. M. Smythe, Inc., a 
business started in 1880 by the late Roland 
M. Smythe as an appraiser and dealer in 
obsolete, extinct and inactive securities. 
During 49 years of investigating work Mr. 
Smythe accumulated vast records which often 
proved valuable to security owners. His of- 
fice, located at 2 Broadway, New York, since 
1882, has undergone only one change since 
his death in 1930—a telephone has been in- 


stalled. 


BACIGALUPI HEADS TRANS- 
AMERICA 


James A. BacicaLup! has been elected presi- 
dent of the Transamerica Corporation to 
succeed L. M. Giannini. Mr. Bacigalupi was 
formerly president of the Bank of Italy, of 
San Francisco. Mr. Giannini also retired as 
a director but remains a director in the Bank 
of America of California. 

Elisha Walker remains as chairman of the 
board of Transamerica Corporation. Georges 
Jouasset and A. Alvino have been added to 
the directorate. 

Consolidated net profit of Transamerica 
Corporation and its subsidiaries (95 per cent. 
or more controlled) for 1930, according to 





Honor students in the Central Hanover Bank and Trust Company School for 


Boys, New York. 


The school was established last September to meet state legal 


requirements for compulsory education for boys under 17 and gives instruction 
in subjects helpful in bank work as well as a general education. 
right, standing, are: 


From left to 


Frank Dolan, John Dewar, Charles Farber and William 
Klaff; seated, Fred Lohm. 
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the annual report, was $18,537,369, or ap- 
proximately 79 cents a share on 23,688,000 
shares, the average outstanding during the 
year. The number of stockholders rose from 
165,900 to 217,567. 

Among the additions to Transamerica hold- 
ings and interests during the year are in- 
cluded the following acquisitions: An in- 
creased percentage of control of the Bank of 
America N. A. (New York) and Banc- 
america-Blair Corporation; ownership of Occi- 
dental Life Insurance Company; control of 
the First National Bank of Portland (Ore- 
gon) and its afhliate Securities Savings & 
Trust Company; interests in the French com- 
mercial bank, Union des Mines of Paris; the 
merger of Italo Britannica Banking Corpora- 
tion, with headquarters in Milan, Italy, into 
Transamerica’s subsidiary, Banca d America 
e d'Italia; and taking over the British Italian 
Banking Corporation of London and convert- 
ing it into the first foreign branch of Bank 
of America N. T. & S. A. 


FINANCIAL ADVERTISERS OF 
NEW YORK ORGANIZE 


EIGHTY advertising men and women repre- 
senting financial interests in New York have 





H. A. Lyon 
Of the Bankers Trust Company, New 
York, who is head of the new Finan- 
cial Advertisers Group of New York. 


organized an association to be known as the 
Financial Advertisers of New York. H. A. 
Lyon, of the Bankers Trust Company, is 


president; Frank Blanchard, of Henry L 
Doherty & Co., vice-president; R. J. Sparks 
of the Bowery Savings Bank, treasurer; and 
Tracy M. Purse, of the Purse Printing Com 
pany, secretary. 

Directors include the officers and Frank G 
Burrows, of the Irving Trust Company; R. R 
McElvare, of the Bank for Savings; C. A 
Luhnow, of Trust Companies Magazine 
Roland Palmedo, of Lehman Brothers; and 
John Donovan, of the Central Hanover Bank 
and Trust Company. 


BOSTON COMPANY OPENS 
WESTERN OFFICES 


THE First National Old Colony Corporation, 
affiliate of the First National Bank and the 
Old Colony Trust Company of Boston, has 
opened four offices on the Pacific Coast, in 
San Francisco, Seattle, Los Angeles and Port- 
land. These offices enable the corporation to 
extend its investment facilities from coast to 
coast. A private wire system extends to all 
the offices. 


LONSDALE HEADS COMMITTEE 


JoHN G. LonspDALE, president of the Mercan- 
tileCommerce Bank and Trust Company of 
St. Louis, has been chosen for the third time 
as chairman of the advertising committee of 
the Industrial Club of St. Louis. The com 
mittee prepares advertising campaigns setting 
forth the advantages of St. Louis as a business 
and manufacturing center and as a home city 


BANKER ON COMMERCE 
COMMITTEE 


Dr. W. F. GEPHART, vice-president of the 
First National Bank in St. Louis, represents 
banking on a committee organized by the 
Chamber of Commerce of the United States 
to stabilize national industrial activity and 
make for continuous employment. The com- 
mittee, which is headed by H. I. Harriman, 
president of the Boston Chamber of Com- 
merce, met last month in New York. 


HEADS JOINT STOCK LAND 
BANKERS 


FrRaNK W. Briair, chairman of the board 
Guardian Detroit Union Group, Inc., was re- 
elected president of the Joint Stock Land 
Bankers Association at its annual meeting in 
Washington last month. Mr. Blair is presi- 
dent of the Union Joint Stock Land Bank, 
Detroit, and the Ohio-Pennsylvania Joint 
Stock Land Bank, Cleveland, both of which 
are units in the Guardian Detroit Union 
Group. He is also chairman of the board of 
the Union Guardian Trust Company, Detroit. 

One of the units of the Group, the Michi- 
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van Industrial Bank, opened in new and 
arger quarters on the lower banking floor 
§ the Union Guardian Building in Detroit 
last month. Its total resources ot $4,350,000 
represent a fifteen-fold increase since its or- 
ganization in 1927. 


REPORT OF FIRST BANK STOCK 
CORPORATION 


THE second annual report of the First Bank 
Stock Corporation, Minneapolis, showed 
earnings for the year ended December 31, 
1930, of $6,166,573. Of this amount the 
-arnings applicable to stocks and other assets 
»f the corporation amounted to $5,975,138, 
1x $1.93 per share on the 3,093,758 shares 
outstanding. On the basis of $25 a share, 
earnings were at the rate of 7.72 per cent., 
nearly twice the established dividend of $1 
a share. 

The consolidated balance sheet showed 
total resources in the group of $470,217,602, 
of which $247,030,781 was represented by 
cash and due from banks and securities and 
high-grade commercial paper. 

Forty-three banks and other institutions 
were acquired during the year, bringing the 
total number of affiliates to 110. 


STATEMENT OF NORTHWEST 
BANCORPORATION 


At the close of 1930 the Northwest Bancor- 
poration, Minneapolis, controlled 129 finan- 
cial institutions, according to the annual re- 
port. Total resources of these institutions, 
which are located in 105 towns in eight 
states, were $494,485,581. 

“Net operating earnings,” says the report, 
“applicable to Northwest Bancorporation 
stock ownership were equal to $3.87 a share 
on 1,673,912 shares outstanding. This com- 
pared with $4.50 a share on 1,606,993 shares 
for 1929. Net earnings for 1930 after 
charge-offs were equal to $3.20 a share. Divi- 
dends during the year amounted to $1.80 a 
share.” 


BANK PRESIDENT DIES 


WILLIAM WEBSTER MILLS, president of the 
First National Bank of Marietta, Ohio, died 
recently, according to announcement by the 


bank. 


BANKER PILOTS OWN PLANE TO 
AID BANK 


IN recent years money has been sent by air- 
plane to banks requiring emergency assistance 
from Reserve city correspondents, but a new 
precedent was established recently when F. J. 
Greenebaum, vice-president of the Central 
Trust Company of Chicago, piloted his own 








plane on two trips to Moline, Ill., to carry 
funds to meet a run. The first trip was made 
on Saturday, March 14, when $500,000 was 
taken to the Moline institution. On the fol- 
lowing Monday the Moline bank needed more 
funds and Mr. Greenebaum made a second 
trip. The money enabled the Moline bank 
to meet the run and continue without further 


difficulty. 


GRANITE TRUST IS 95 YEARS OLD 


On March 31 the Granite Trust Company of 
Quincy, Mass., celebrated the ninety-fifth an- 
niversary of its founding, in a new ten-story 
building erected in 1929. 

The bank was organized in 1836 as the 
Quincy Stone Bank. In 1865, when a heavy 
tax was levied upon state banks following the 





THEOPHILUS KING 


President of the Granite Trust Com- 
pany of Quincy, Mass. 


Civil War, the bank changed its charter to 
that of a national bank and became the Na- 
tional Granite Bank. It remained in that 
status until 1912, when it again sought a 
state charter and was renamed the Granite 
Trust Company. 

The bank is headed by Theophilus King, 
who has been president since 1886 and a 
director since 1878. His son, Delcevare King, 
has been a director since 1900 and _ has 
served as executive vice-president since 1910 

A majority of the stock of the bank is the 
property of “The King Family Fund,” a fund 
started by Theophilus King in 1912 as “a 
broadly perpetual charity in its action 
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safeguarded for all time in the constantly in- 
creased distribution of income to such chari- 
table, philanthropic, religious and civic help- 
fulness, interpreted in the most liberal, reason- 
able way for the benefit of mankind for their 
moral, helpful and religious welfare.” 


TO HEAD COLDWATER, MICH., 
BANK 


REGINALD G. Rye, for eighteen years asso- 
ciated with the First National Bank and 
Trust Co. of Kalamazoo, Mich., has retired 
to become executive vice-president of the 
Coldwater National Bank, Coldwater, Mich. 


CHASE APPOINTMENTS 


Henry C. Titus, general manager of the 
Equitable Eastern Banking Corporation, has 
been elected a second vice-president of the 
Chase National Bank of New York, and 
James J. Rogers and Einar C. Funck, man- 
ager and assistant manager, respectively, of 
the Equitable Eastern, were appointed as- 
sistant cashiers. The Equitable Eastern Bank- 
ing Corporation is a wholly-owned subsidiary 
of the Chase, operating chiefly in the Far 
East. 


EXPANDS GROUP INSURANCE 
PLAN 


GENERAL Motors Corporation became the 
first half-billion-dollar policyholder in the 
history of life insurance when its group in- 
surance plan, already covering 160,000 em- 
ployes, was broadened to take in all General 
Motors automotive dealers and their em- 
ployes in the United States and Canada. 


SUMMARY OF NEW YORK BANK 
STATEMENTS 


BASED on statements of call as of March 25, 
the total capital of sixteen leading New York 
banks and trust companies remains unchanged 
at $629,705,997, according to Morris A. 
Schapiro, chief statistician of Hoit, Rose & 
Troster, of New York. “Total surplus and 
undivided profits increased from $1,243,445,- 
884 to $1,245,056,983, a gain of $1,611,099. 
Total known equities in affiliated companies 
as of December 31 stood at $266,267,128. 
Deposits fell from $9,716,155,000 on Decem- 
ber 31, 1930, to $8,840,687,757 on March 
25, 1931. The table of comparative earn- 
ings shows the downward trend which has 
now been in progress for six months. Latest 





COMPARATIVE EARNINGS OF SIXTEEN BANKS AND TRUST COMPANIES 
OF NEW YORK CITY 


Compiled by Morris A. Schapiro, chief statistician of Hoit, Rose & Troster, New York 





Par 1930 

value Sixteen banks Current -1929- QUARTER 1931 
$ and trust companies dividend 4th Ist 2nd 3rd 4th 1st(**) 
20 Chase National ........ $ 4.000 1.03 1.42 1.32 1.30 0.50 1.16 
20 Wational City ....-..... 4.000 1.41 50 6 6h. OSA 0.81 1.26 
100° Guaranty Trust ........ 20.00 915 T.I4 G42 6.32 5.06 5.36 
20 Central Hanover ....... 7.00 7.34 1.51 ti 1.53 5.46 2.39 
SO Fev FIGS seca 1.60 0.60 0.49 0.52 0.48 0.44 0.38 
10° ~Banvers Trust: ......00 0 3.00 0.70 1.42 1.56 1.13 0.59 0.95 
20 Manhattan Co. ........ 4.00 ou Baer, tars eee ere Sy 
¥OO First National ......... 100.000 35.02 47.55 54.85 61.83 42.27 43.2loo 
10 Chemical National ..... 1.80 0.92 0.67 0.64 0.70 0.16 0.59 
73 Bank of America... «6. 3.000 0.69 0.78 0.56 1.72 1.73 d0.23 
2% New York ‘Trust... .... 5.00 71 2.40 2.92 2.04 0.20 2.24 
20 Chatham Phenix ....... 4.00 ee 1.03 1.26 0.90 1.57 e0.93 
20 Corn Exchange «........ 4.00 1.33 1.85 1.30 1.20 1.10 £0.53 
ZF Mlanwlacttrers . «..... ess 2.00 2.00 1.88 172 1.25 a31.36 0.81 

100 Brooklyn Truct ........ 20.00 1.03 7.61 7.58 7.89 4.83 5.06 
23 Public National ....... 4.00 1.56 1.72 1.68 1.34 8 af 1% 1.23 





o Includes dividend paid by security affiliate. 

oo Includes $20 dividend paid by First Security, January 2. 
** 2 months 25 days. 

a Deficit. 

d Deficit of $4.87 after $7,500,000 transfer to reserves. 

e Deficit of $3.89 after $3,500,000 transfer to reserves. 

f Deficit of $2.80 after $2,500,000 transfer to reserves 
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NEW YORK CITY BANK STOCK DOLLAR-INDEX 


Compiled by Morris A. Schapiro, chief statistician of Hoit, Rose & Troster, New York 





Composite 





Date $5 
Februaty 22, 1991.0... ccs 5.04 
February 2a, 2991. o6 se6s:s +7 
i a.) 5.265 
Marvel: £4. 9932........6c0005 5.284 
March 24, 1931.......<.00<3, 5.284 
vis aed a 0 rr oe 3.807 7.Le> 
‘March 21, 1931.......3.695 F179 
March 26, T9GE. 2 ciccciewe 3.845 5.379 
Ae 4, VSG ie dis.05'¢.000 sso 3.949 5.267 





-— Working Resources ~ 


& 
rer 


»0site ratio 








3.274 1.69 
3.358 19.3 1.65 
3.419 19.0 1.62 
3.453 18.9 1.60 
3.451 18.9 1.60 
3.394 19.3 1.63 
3.394 19.3 1.63 
3.528 18.6 Be a | 
3.353 19.0 ee 


*Adjustment: Dividend Bank of America reduced from $4.50 to $3; $7,500,000 trans- 
erred from surplus to reserves (March 12, 1931). : 
** Adjustment: Brooklyn Trust dividend reduced from $24 to $20 rate; Manufacturers 


Trust dividend reduced from $4 to $2 rate. 


ivailable earnings estimates are approximately 
1.4 per cent. of working resources. 

“There is good reason to believe that the 
downward trend of earnings is being arrested, 
ind that a more stable and uniform trend 
may be anticipated within the next six months. 

“Bank stocks are currently quoted at about 
twenty times earnings and one and one-half 
times book value.” 


THE FAMILY BUDGET 


It is likely that the savings banks are by 
no means sure that the free spending policy 
now recommended (inspired by manufactur- 
ing concerns suffering from overproduction) 
is the best thing for the greater part of the 
public at the present time. Free spending is 
well enough for those fortunately able to 
afford it, but what of the multitudes al- 
ready living beyond their means and unable 
or unwilling because of love of luxury to 
follow the prudent man’s rule of saving at 
least a little every year? In a column on “the 
family budget” of the millions who think they 
are compelled to live beyond their means, 
Robert Littell includes the following impres- 
sive paragraph: “At approximately this gray 
and despairing time of year the family budget, 
having exceeded the maximum allowances on 


every item for some months, wilts and dies. 
It is wise to die of its own accord before 
Christmas puts a violent end to it. It dies, 
but its death is not spoken of. Husband 
and wife see the thought of it in each other's 
eyes, but are afraid to mention it. Or, if it 
is mentioned, it is in the future tense. New 
Year's day, when all the sins and over- 
expenditures of 1930 are automatically wiped 
out, the hopeful budget of 1931 will rise 
from the ashes, a phoenix of good inten- 
tions, ruled neatly into little columns marked 
Rent and Service and Food and Amuse- 
ments and—saddest because most hopeless 
hope of all—Savings.” 

Incidentally this is a reminder that in the 
case of the moderately or less than moder- 
ately circumstanced families Christmas spend- 
ing is needlessly overdone. The exchange 
of gifts within the family circle could be 
far less ambitious without any loss in dis- 
play of either affection or gratitude. Un- 
fortunately the custom reaches far beyond 
the family circle and multitudes are the 
recipients of gifts they often neither need 
nor want and which put them under the 
unwelcome obligation of making a return in 
kind. 

Notwithstanding the views of producers 
and tradesmen, the Christmas gift custom 
could be limited with the result of public 
benefit—The Savings Banker. 
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Is large-scale banking safer than unit banking? 
Is large-scale banking more profitable than small-scale banking? 
Which type of banking is better able to serve the community? 
Will large-scale banking emasculate the Federal Reserve System? 


Af YS »-§S 


Will large-scale banking destroy unit banking and lead to mo- 
nopoly? 


6. Will large-scale banking help or harm the farmer? 


These questions and other problems of unit vs. large- 
seale banking are discussed in 


Banking Concentration in 
the United States 


A Critical Analysis 
By JOSEPH STAGG LAWRENCE 


Mr. Lawrence, whose book Wall Street and Washington attracted 
nation-wide attention last year, brings to this study an absolutely 
unprejudiced mind and a fresh, vigorous style. He is not engaged in 
the banking business and is neither for nor against “unit” banking. 

In order to find out which type of bank is safest for the depositor; 
most profitable for the stockholder and most useful to its customers, 
he has divided all of the banks in the country into four distinct groups, 
representing the large city bank; the medium-sized city bank; the 
country bank in states where failures have been few; and the country 
bank in the so-called “distress areas” where failures have been numerous. 

He has gathered together the facts and figures on the operating and 
balance sheet experience of these groups. From them he has evolved 
tables and charts to show the reader how these various groups actually 
compare. From this information definite conclusions may be drawn. 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of BANKING CONCENTRATION IN THE 
UNITED STATES. I agree to remit $5.00 within five days or return the book. 
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The Small Loan Department 


HE question of whether or not to 


establish a personal loan depart- 
ment is one of the most important 
‘oblems facing the commercial banker 
day. He is familiar with the growth 
id operations of such institutions as 
Morris Plan companies, knows that 
e business of the credit unions is esti- 
ated at $65,000,000, and that other 
milar companies are doing an enor- 
ous business. He cannot but ask him- 
lf whether or not he is overlooking a 
‘rtile field for profit. 
In answering this question, The Small 
an Department (Bankers Publishing 
tompany, $2.50), a new book by 
Howard Wright Haines, is of assistance. 
Mr. Haines has made a personal sur- 
vey of the 141 banks in the United 
States which are operating small loan 
departments at the present time. He 
has asked them how long they have 
been in operation, what their percentage 
what their methods of or- 
ganization and operation are, and what 
their profits are. 
The answers to these questions, many 
of which were put during personal 


losses is, 


visits with the small loan cfficers, have 
been summarized in The Small Loan 
Department. 

There is a profit to be made in the 


small loan field, in the author's opinion, 
and his book explains the methods for 
making that profit. 

First of all, he takes up the installa 
tion of the department. Here there are 
two things to be remembered, he says. 


“First, we must charge at least 6 per 
cent. plus a 2 per cent. investigation 
ee. . . . Second, we must go in 


to get at least $50,000 in volume. If 
we do not feel this can be done, let us 
not enter the field.” 

He then outlines three distinct plans 
of organization. There is, first of all, 
the savings loan plan, used by 75 per 





cent. of the banks operating such de- 
partments, and consisting of periodical 
deposits made in a savings account 
which will equal the amount of the 
loan over a given period. The 
plan is a straight system of 
which drops the savings feature, and 
the third is the “certificate system,” 
used in states where it is necessary to 
consider the laws governing usury. 

After explaining these three methods, 
Mr. Haines takes up methods of de- 
veloping business and the approval of 
loans. Under the latter heading he 
gives specific information, such as what 
percentage of an applicant’s yearly in- 
ceme should be loaned, for what pur- 
poses money shculd be loaned, etc. 

In a chapter on the subject of col 
iections, he outlines a system for follow 
ing up missed payments. There is also 
a chapter on costs of operation and « 
on indirect profits. 

Under the latter heading the author 
lists a number of profits which are 
traceable to the small loan department 
Analyses from twenty-five banks showed, 
he says, that 23 per cent. of borrowers 


Sect ynd 


loaning, 


become savers. One bank, which kept 
account of the total small accounts 
gained directly through small loans, 
found that in one year they totaled 
40,000. Other departments gain as 
well. 


“One of the greatest indirect profits‘ 
resulting from the small loan depart- 
ment,” says Mr. Haines, is the effective 
and far-carrying advertising it furnishes. 
Small borrowers are quick to appreciate 
and broadcast the democratic depart- 
ment at the bank. It brings a decidedly 
popular reaction on the part of the wage 
who, by the way, form a wide 
majority of most cities’ population.” 

The appendix contains a list of the 
banks operating small loan departments. 


earners, 
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SMALL LOAN DEPARTMENT 


By HOWARD HAINES 


Shows How This Department Can Be 
Operated Profitably 


It is a complete treatise on the organization and operation of 
a small loan department in a commercial bank, developed 
after personal study by the author of the 141 banks operat- 
ing such departments. 


It explains how small loans can be made a source 
of profit for the bank instead of an annoyance 
and loss; 


—tells how character and income form a basis 
for this type of loan; 


—gives in detail how to install a small loan 
department; how to develop business; how to 
pass on loan applications; how to collect pay- 
ments, ete. 


Send For It Today! 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of “The Small Loan Department.” 
I agree to remit $2.50 within five days or return the book. 


Name 
Bank or Firm 
Address 
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BOOK REVIEWS AND NEW BOOKS 





Recent Announcements of Other Publishers 








INVESTMENT Poricies THAT Pay. By Ray 
Vance. New York: B. C. Forbes Pub- 
lishing Company. $4.15. 

\WRITING from the standpoint of long prac- 

tical experience with the securities market, 
1e author supplies what has heretofore been 
icking in books of this character, for he 

loes not confine himself to an explanation 

f the various types of investments, but deals 
t length with the attitude of investors to- 
vard them. He states that one great fault 
f many investors 1s want of purpose: they 
iil to understand just what they are trying 
» accomplish in making investments or in 
peculating. The sharp line supposed to 
livide speculation from investing he finds 
1uch less clearly marked than commonly 
upposed: some securities regarded as prime 
ivestments turning out to be highly specu- 
itive, while others regarded as speculations 
rove highly safe and desirable investments. 

Where advice is given, it is clearly good, 
ind runs somewhat as follows: A minimum 
apital, such as may be suited to the wants 
f the average person of modest means, 
should be set aside in a savings bank, then 
1igh-grade bonds or the senior securities of 
1 well-managed investment trust. He says: 
“For a man or woman carrying a_ small 
safety fund, which is called upon for sud- 
den emergencies, there is no substitute which 
equals high-grade _ listed bonds. 

When we come to some purpose which re- 

quires money several years in the future, 

we have come to a point where common 
stocks may be considered.” 

There is a vast fund of useful information 
in the volume, presented in a clear and 
interesting way, regarding both speculation 
and investment. This country greatly needs 
a more intelligent understanding of these 
subjects, and Mr. Vance has made a _ sub- 
stantial contribution to such enlightenment. 


CorporaTE Directors. By Howard Hilton 
Spellman. New York: Prentice-Hall, Inc. 
$10.15. 

In this 700-page book is presented for the 

first time a treatise on the principles of law 

governing corporate directors. The author 
has discussed exhaustively the various legal 
qualifications and limitations of corporate 
directors, their duties and their liability, 
giving the foundation for his conclusions in 
numerous references to statutes and cases. 

These cases are further indexed at the end 

of the book. 

Chapter headings indicate the scope of 
the volume: Nature of Corporate Director- 
ship; Qualifications of Directors; Election of 
Directors; Proceedings to Determine Direc- 
tors’ Title to Office; Tenure of Office, Resig- 





nation, and Removal of Directors; Meetings 
of Board of Directors; Powers of the Board 
of Directors; Delegation of Powers of the 
Board of Directors; Interested Directors and 
Interlocking Directorates; Civil Liability of 
Directors; Criminal Liability of Directors. 


REAL EstaTeE APPRAISING. By James D. 
Henderson. Cambridge, Mass.: Banker @ 
Tradesman Publishing Company. $5. 


In this book a practicing appraiser has em- 
bodied a clear, concise and readable analysis 
of modern methods of appraising as developed 
by the Appraisal Division of the National 
Association of Real Estate Boards, by leaders 
in the profession, and by his own extensive 
experience and practice. 

The book treats the subject of appraising 
from many angles, from the appraisal of the 
small home to the appraisal of the great busi- 
ness building and the latest development in 
apartment buildings—the combination church- 
apartment building. The author has included 
in his chapters on “The Apartment House,” 
“The Office Building’ and “The Gasoline 
Station” a complete appraisal set-up of these 
distinctive types of buildings. He has also 
included a chapter on “Trees” which fixes a 
definite method of setting a value on these 
additions to an estate. The chapter on 
“Wholesale Tax Appraising” is of particular 
value to assessors and others who deal with 
appraisals for tax purposes. A chapter on 
“Court Procedure” treats with the relations 
of appraiser and counsel in a court case, and 
the proper method of preparing and present- 
ing an appraisal opinion as court evidence. 
The question of appraising for mortgage 
purposes is discussed fully, both from the 
standpoint of the owner and the standpoint 
of the banker. 

Trafic surveys, farm appraisals, the ap- 
praisal of raw acreage, the controversial ques- 
tion of obsolescence, the question of “best 
use’ of a piece of business property, the ef- 
fects of location, reproduction costs, the ques- 
tion of zoning—these are among the subjects 
treated by the author in this new work. For 
those who are just taking up the study of 
appraising the author has included chapters 
on training, experience, merchandizing, and 
the proper method of preparing an appraisal. 
The makeup of the modern appraiser's 
library, the “tools” and mechanical aids which 
have been developed, are discussed in an in- 
teresting manner. 

Included in the book are the many charts 
and tables used by practicing appraisers in 
their everyday work. There are also ap- 
praisal forms gathered from many sections of 
the country. 

One of the outstanding features of the 
book, however, is the complete appraisal set- 
up of three different types of property. These 
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The Service Charge 


on Demand Deposits 


By W. GORDON JONES 


Points the Way to Greater 
Banking Profits 


It explains the purpose of the service charge for un- 
profitable checking accounts; 


—shows how to differentiate between the profitable 
and the unprofitable accounts by means of a sim- 
ple analysis; 


—tells how the service charge has worked out in in- 
stitutions where it has been tried out; 


—gives practical information as to the best and sim- 
plest methods for installation and operation of it; 


—and gives some of the common forms used in in- 
stallation and operation. 


Every banker who is interested in making 
greater profits for his bank needs this 
timely and informative book. 


SEND FOR IT TODAY! 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of The Service Charge on Demand Deposits. 
I agree to remit $2.50 within five days or return the book. 
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Bank or Firm 
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are shown in all their detail, with photo- 
raphs, maps, descriptions, title-searches, meth- 
ods of arriving at values, etc. 


FQ 


Your Estate—-Building It—Conserving It. 
3y Harvey Blodgett. New York: Harvey 
3iodgett Company. 

HE average individual,” says the author 

this 125-page book, “maks a goodly for- 
tune; the extraordinary one retains a fair 
proportion of what he makes.” 

Yn this assumption, he devotes two chap- 
tess and 27 pages to the subject of estate 
building, and the remaining ten chapters and 
100 pages to that more difficult task of es- 
t conservation. 

While he does not lay out definite saving 
programs for those of certain incomes, Mr. 
Blodgett advocates a definite aim to be 
reached in a definite period, and leaves the 
seiection of aim and period to the individual. 
He also suggests the building of a “sec- 
ondary estate” for business men, so that their 
yurces will not be entirely in their own 


siness. 

Under the subject of conservation, the 
author discusses the making of a will, testa- 

ntary trusteeships, living trusts, life in- 
surance, business insurance trusts and the 


benefits of the organized fiduciary. 

An appendix contains forms for use in 
ranging bequests and establishing trusts 
d forms for arranging life insurance trusts 
d making estate analyses. 


PRACTICAL STOCK MARKET FORECASTING. 
By William Dunnigan. Boston: Financial 
Publishing Company. $2.65. 


WHAT every investor or speculator in the 
stock market has always desired—a definite 
ile for buying and selling stocks that can 
be followed automatically—is given by Mr. 
Dunnigan in his book. While no written 
guarantee goes with the rule, it has, accord- 
ing to the author, produced 75 per cent. of 
possible profits from major swings in the last 
thirty years, and he sees no reason why it 
should not work as profitably in the future. 

Application of the rule, however, requires 
some study. 

In the first place, the author names eight 


well-known business barometers, as follows: 
husiness and money curves; index of manu- 
acture and commercial paper rates; index 


f volume of manufacture; pig-iron produc- 
tion; dividend yields in relation to interest 


rates: interest rates in relation to bond 
yields; bar-iron, pig-iron and coke prices; 
and pig-iron blast furnaces in blast. About 
each of them he makes certain rules. Then, 
when conditions in five of the eight ba- 
rometers say “buy,” one should buy. When 


five of the eight say “sell,” one should sell. 

For instance, the rule for pig-iron blast 
furnaces says: “Buy stocks when less than 
60 per cent. of the blast furnaces are active; 
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sell stocks when more than 60 per cent. of 
the blast furnaces are active.’ Similar rules 
are given for the other seven barometers. 

This, of course, entails the labor of find- 
ing out about the blast furnace situation, etc., 
but the author has made this as } 
possible by naming the sources from which 
information regarding these conditions may 


be found. 


easy as 


W. D. Hotway, A PIONEER OF 
CanapDIAN ALPs. By Howard Pal- 
Minneapolis: The 
Minnesota Press. 


AN interesting account of the mountain 
climbing expeditions and explorations in the 
Canadian Rockies and Selkirk mountains of 
Western Canada made by a man who had 
retired after a successful career as a banker 
and who was also well known as a botanist. 

J. Arthur Harris, of the Department of 
Botany, University of Minnesota, where Mr 
Holway was an assistant professor after his 
retirement from banking, mentions in_ his 
preface this unusual versatility. He says: 

“One good reason for writing of the life 
of a man like Professor Holway is that in 
America we too generally assume that one 
man can play only role. We have 
failed—as compared with England, for ex- 
ample—in developing men who are success- 
ful in business but who, as keen amateurs 
In science or in exploration, pursue their 
avocations with such ability and energy that 
they make noteworthy contributions in these 
fields as well.” 


EDWARD 
THI 
mer. 


f 


University of 


one 


Drpositors Pap IN FuLt. By Frederick 
Powell. New York: Arbitrator Press 


$1.50. 


In this stirring volume the author tells how 
as chairman of a depositors’ protective com- 
mittee he succeeded in helping to obtain 100 
cents on the dollar for depositors in a trust 
company in New York that had failed. The 
experience gained by the author in handling 
this matter leads him to favor the insurance 
of bank deposits. May it not. rather, serve 
to show that if depositors and shareholders 
of failed banks vigorously insist on their 
rights, justice will be obtained? 


DIRECTORY OF MUTUAL 
SAVINGS BANKS 


THE National Association of Mutual Sav 
ings Banks, New York, has issued a 110- 
page directory of member banks, giving for 


each institution the following data: address, 
names of officers, date of incorporation, 
amount of surplus, amount of deposits, 
assets, number of depositors, rate of last 


dividend paid and how interest is payable. 
The figures are as of January 1, 


The booklet 


1931. 
also contains information re- 
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garding the number and location of mutual 
savings banks in the United States, with 
figures for assets, deposits, etc., of each 
group; laws regarding amounts of individual 
deposits and surpluses; and names and ad- 
dresses of officials of the National Associa- 
tion and secretaries of the state associations. 


THE BACKBONE OF THE BANK 


Unper the above title, the educational com 
mittee of the Wisconsin Bankers Associa- 
tion, with the co-operation of the Commis 
sioner of Banking, has prepared and pub- 
lished a 24-page pamphlet outlining the 
duties of bank directors and containing con- 
structive suggestions for them. 


SAFE AND PROFITABLE 
BANKING 


For the last six years the Illinois Bankers 
Association, through its bank management 
committee, has been studying the problem 
of diminishing bank profits. It has now 
published the results of this study in a 
booklet which contains the recommendations 
of the committee. 

The booklet prescribes for many banking 
ills. Such subjects as modern accounting, 
banking costs, credit losses, investment losses, 
operation losses, management losses and 
policy losses are treated in detail. Concrete 
information is given so that the individual 
banks may have a standard for purposes of 
comparison. 


PHILADELPHIA BUSINESS 
BOOKLET 


THE Philadelphia Business Progress Asso- 
ciation has published and distributed an in- 
teresting booklet telling the story of that 
city, from the time of its founding by 
William Penn to the present. It is illus- 
trated with a large number of photographs, 
of both early and present-day Philadelphia. 
No attempt has been made to tell the history 
of the city in chronological order. Rather, 
several subjects have been taken up, and 
the beginnings of and changes in the city 
in these respects are related. 
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NEW BOOKS 


BoRROWING AND BUSINESS IN AUSTRALIA 
a study of the correlations between im 
ports of capital and changes in nationa’ 
prosperity. By Gordon Wood. New 
York: Oxford. $4.00. 

THE Economics OF AMERICAN BUSINESS 
By Paul Fleming Gemmill. New York: 
Harper. $4.15. A _ study of economic 
principles in modern business practice. 

ELEMENTS OF PrRacTICAL Statistics. By 
F. H. Harper. New York: Macmillan 
$2.65. 

HicHway Economics. By Sigvald Johan 
nesson. New York: McGraw-Hill. $2.65 

FEDERAL FINANCING. By Robert A. Love 
New York: Columbia University Press 
$4.40. A study of the methods employed 
by the Treasury in its borrowing opera- 
tions. 

Tape READING AND MarKeET Tactics. By 
Humphrey B. Neill. New York: B. C. 
Forbes. $3.15. 

Gotp. By Clarence Budington Kelland. 
New York: Harper. $2.65. The story 
of an early American banking family. 

MANAGEMENT OF Unit Banks. By Charles 
L. Jamison. Ann Arbor, Mich.: Uni- 
versity of Michigan. 

Success In Security Operations. By Fred- 
eric Drew Bond. New York: Greenberg. 
$3.65. 

Business AprIFT. By Wallace Brett Don- 
ham. Introduction by Alfred North White- 


head. New York: Whittlesey House, 
McGraw Hill. $2.65. 
FACTS AND FIGURES RELATING TO THE 


AMERICAN MONEY MarKET. Compiled and 
published by the American Acceptance 
Council, New York. $3.15. 


ExECUTIVE BANKERS OF NEW ENGLAND— 


1930. Edited and compiled by John Ed- 
win Gott. Manchester, N. H New 
Hampshire Publishing Company. Personal 


history and in some cases photographs of 
many bank officers of New England. About 
320 biographies and 200 photographs are 
included. 

New Uses For Capitat. By Robert S. Field. 
Philadelphia: 


Winston. $1.15. 





